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THIS IS THE 


SIGHT-METER 


The illumination of every guest room in every 

Statler is certified by the Sight-meter to be 

ample (certificate is displayed in the room) as 

follows: 

Illumination at center of room—ample for read- 
ing normal print. 

Illumination at bed-head—ample for reading 
fine print. 

Til inati: at bath 


mirror — ample for 





close visual work. 
Illumination at writing table—ample for read- 
ing fine print. 
Illumination over easy chair—ample for reading 
norma | print. 
Every guest room in every Statler is regularly 
checked with the Sight-meter...to keep its 
lighting ample. 


@ Statler Hotels now offer an entirely 
new standard of guest room illumination. 
The proper degree of light is exactly 
achieved at every lighting point; in the 
center of the room... over the easy chair 
...at the writing desk... above the bed- 
head...over the bathroom mirror. We 
guarantee this lighting to be of the 
necessary intensity...and we display 
the certification in the room. 

Certified lighting is the latest in a 
long list of innovations which these 
hotels have pioneered. The private bath 
with every room, circulating ice water, 
bed-head reading lamp, full-length 


mirror, free morning newspaper under 


the door, free radio reception... these 
are comfort features the Statlers have 
pioneered. And too, these houses have 
introduced many service features... 
suchas the elimination of unsolicited tip- 
seeking attentions in public washrooms; 
the removal of surcharges from articles 
sold at lobby cigar stands and newsstands; 
the banishment of the hat-check tip at 
the entrance of our public restaurants. 

It has remained for us (we think quite 
logically) to do something about the 
lighting of hotel guest rooms...and 
we have done it. We think you'll like 
CERTIFIED LIGHTING! We know 


your eyes will like it. 
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INVESTMENT QO BROAD ST. 
MANAGEMENT NEW YORK, N.Y. 
SERVICE 


PROFITABLE COUNSEL MUST BE TIMELY 


In calling attention to the excellent profits 
which we have made for our clients we do so to 
illustrate in particular the timeliness of our 
counsel. 


Recently, for example, we recommended: 


Armour of Illinois preferred at 39-- 
now selling at 58-1/2, representing 19-1/2 
points profit. 


Montgomery Ward "A" at 63-1/2-- 
now selling at 86-1/4, representing 22-3/4 
points profit. 


In our work we search continuously for such 
securities as these which are selling out of line 
with their prospects--and we give our clients the 
benefit of this valuable information. Our efforts 
are devoted to safeguarding our clients, capital 
and income and maintaining their funds at all 
times in the securities which may be expected to 
appreciate most speedily and to the greatest 
extent. 


If you will send us an outline of your present 
holdings and indicate the amount of liquid capital 
available for additional investment we shall be 
glad to tell you in full detail how our facilities 
and counsel will assist you. We will also send 
you further and more complete illustrations of the 
expert character of our work. Of course, you will 
incur no obligation--and our knowledge of your 
holdings will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE. 
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Odd 
Lots 


A sane course, strongly 
advised, is to keep your 
holdings well diversified. 


This is especially ad- 
visable when business 
and market conditions 
are more or less uncer- 
tain. 

Our booklet “Odd Lot 
Trading” offers many 
suggestions for both the 
small and large investors 
who seek to conserve 
their capital and build 
up principal. 


Ask for booklet M. W. 607 


100 
Share Lots 


John Muir& ©. 


Members 
New York Stock Exchange 


39 Broadway New York 
Branch Office—11 West 42nd St. 
































Censorship 


The Magazine of Wall Street rejects 
more advertising per issue than any 
other financial publication. The high 
standards demanded by The Magazine 
of Wall Street assure our readers of 
the reliable source of information an- 
nounced by our advertisers. Bankers, 
institutions and investors read the Maga- 
zine to gain information of the offerings 
of responsible firms. 








270 When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





Member of Audit Bureau of Circulations 


CONTENTS 


Vol. 53 No. 6 January 6, 1934 


The Ticker Publishing Co. is affiliated by common ownership with the 
Investment Management Service and with no other organization or insti- 
tution whatever. The Ticker Publishing Co. publishes only The Maga- 
zine of Wall Street, issued bi-weekly, Adjustable Stock Ratings, issued 
monthly and the Investment and Business Forecast, issued weekly. 
Neither The Ticker Publishing Co. nor The Magazine of Wall Street 
nor the service affiliated with them have anything for sale but informa- 
tion and advice. No securities or funds are handled under any circum- 
stances for any client or subscriber. 


THE TREND OF EVENTS 

As I See It. By Charles Benedict 

Security Market and Business Prospects for the Next Three Crucial 
Months. By A. T. Miller 

The Redistribution of Wealth Ceases to Be a Theory. By John C. 
Cresswill 

World Economic Flashes. By Ernest Greenwood 

Re-Opened Capital Markets Essential to Full Recovery. By Stephen 
M. Torrence 

Stock Market Leaders for 1934 

The British Exchange Equalization Account—What It Is—How It 
Works. By Roy V. Harper 

Things to Think About 

Government Action May Foster Huge Combine. By Phillip Dobbs.. 292 

What’s Ahead for the Steel Stocks. By Arundel Cotter 

Companies That Could Increase Their Dividends. By J. C. Clifford... 296 

Preferred Stocks as Attractive Speculations. By Edwin A. Barnes.. 298 


TAKING THE PULSE OF BUSINESS 


The Magazine of Wall Street’s Indicators. Business Indexes. Com- 
mon Stock Price Index 


For Profit and Income 
READERS’ FORUM 
ANSWERS TO INQUIRIES 


New York Stock Exchange Price Range of Active Stocks 
Market Statistics 

New York Curb Exchange 

Over-the-Counter 


Copyright and published by the Ticker Publishing Co., Inc., 90 Broad St., New York, 
N. Y. C. G. Wyckoff, President and Treasurer. E. Kenneth Burger, Vice-President and 
Managing Editor. Edgar P. Hildreth, Secretary. The information herein is obtained from 
reliable sources and while not guaranteed we believe it to be accurate. Single copies on 
newsstands in U. S. and Canada, 35 cents. Place a standing order with your newsdealer 
and he will secure copies regularly. Entered as second-class matter January 30, 1915, 
at P. O., New York, N. Y., Act of March 3, 1879. Published every other Saturday. 


SUBSCRIPTION PRICE—$7.50 a year in advance. Foreign $8.50. Canadian $8.00. 
Please send International Money Order or U. S. Currency. 


TO CHANGE ADDRESS—W’rite us name and old address in full, new address in 
full and get notice to us three weeks before you desire magazine sent to the new address. 


EUROPEAN REPRESENTATIVES—International News Co., Ltd., Breams Bidg., 
London, E. C. 4, England. 


Cable Address—Tickerpub. 








PSs vas 

















1934 Investing 


HETHER the low point of 
\W. the depression be taken as 

March, 1933, or June of the 
previous year, history will doubtless 
describe the twelve months just closed 
as the first year of recovery from the 
world-wide depression. Yet, in the 
limited perspective of today, the im- 
provement which has taken place may 
not appear so marked nor so genuine 
because of the great irregularity which 
has characterized it and the extremes 
which have succeeded one another. 
From the deep valley of despair into 
which the nation descended in March, 
when the savings and the working 
capital of everyone was menaced by 
the banking situation, we rose in the 
space of a few months to almost for- 
gotten heights in business activity. 
Prices recovered, production leaped 
forward and buying revived under the 
goad of possible inflation. Then an- 
other valley when the slow absorption 
of overproduced goods, the experi- 
ments in governmentally controlled in- 
dustry, and monetary uncertainty 
combined drastically to check recovery 
until the closing ‘weeks of the year 


when a moderate uptrend in trade and 
industry was again resumed. 

Such a record within the space of a 
single year has imposed many difficul- 
ties on security owners. New var- 
iables have been thrust into the in- 
vestment problem. Never in recent 
history has the investor been forced to 
consider the effect on stocks and bonds 
which he held, or contemplated pur- 
chasing, of currency inflation, de- 
preciated dollars, a varying gold price, 
processing taxes, industrial codes with 
their changing labor costs, price fixing, 
crop subsidies, public works and a host 
of other factors. Certainly, these have 
added to the perplexity of 1933 invest- 
ing. True, they have contributed to 
the market opportunities which attend 
major price upswings, but they have 
also aggravated the difficulties of deci- 
sion in the declines. 

There is, therefore, considerable com- 
fort to be taken from the fact that as 
the old year closes and the new begins, 
there is increasing evidence that these 
varying factors will play a smaller role 
in making security prices. As the 
tempo of improvement settles down to 


a moderate scale, the tendency is to 
give more and more weight to the 
fundamental business considerations in 
fixing security values. If 1934 follows 
its expected course of moderate im- 
provement, far more evenly sustained 
than in 1933, earnings—current and 
those in only the near prospect, will 
predominate as the major price-making 
influences. Of course, the other vari- 
able factors will be present, but they 
have lost a great deal of their force as 
market factors. For example, it is be- 
ing more commonly realized now that 
while earnings may be in terms of 
cheaper dollars and dividends paid 
in them, they are the same dollars 
in which securities are bought and 
sold. 

The realignment of prices in closer 
conformity with earning power may 
mean the deflation of certain issues 
which have discounted more improve- 
ment than is likely of realization for 
a long time; but it will also mean the 
appreciation of other sound securities 
which will move forward as the bright- 
ening prospect of 1934 becomes an 
actuality. 
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THIS OFFER GOOD FOR TEN DAYS ONLY 





To invest successfully in 1934 you must act on facts. Earnings, 
financial positions, and actual prospects will be more important 
then that at any time in recent years. To give you all the facts 
about the various industries and the situation of each individual 
company as well as an analysis of its economic and business out- 


look— 


THE MAGAZINE OF WALL STREET 


Offers Its Twelfth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic Facts 


A most complete and helpful Manual prepared in a unique style, that 
saves you time and yet gives you complete information on every im- 


Facts, Graphs and Statistics that 
portant industry and security. 


will help you make your 1934 
Business and Investment Plans. 





Yearly Magazine Subscribers Can Get This Volume Free 


e UR 1934 Manual to be published on March 10, 1934, gives you a complete 
statistical record for the past three years of all the leading companies in 
Factual every important industry, in addition to high, low and last prices for 1933. 
The clarity and simplicity with which we present all data and interpretive 
comment will give you a clear and accurate picture,—not only of the position 
7 of the individual corporation,—but of the industry of which it is a component 
Interpretive part. This material will enable you to map out your investment course during 
1934. It will tell you which securities to discard and which to hold,—and en- 

e able you to build a sound investment foundation. 


The financial position of all leading companies showing the ratio of assets to liabilities, the net working capital, etc.; 
will be included. This is a very valuable feature in view of prevailing conditions. Among other important features are: 








and 


MARKETS ... 
Analysis of the Stock Market for 1933 with 1934 Out- 
look. By the Industrial and Security Experts of The 
Magazine of Wall Street. 
——Comparison of earnings of all leading companies for several 
years past. 

New Stock Listings. 

Stock Market Prices 1932-1933. 
——Over-the-Counter Prices. 


DOMESTIC TRADE AND BUSINESS ... 
Analysis of the Business Situation from the stand- 
point of recent events and prospective trend. 
Money and Finance. 
Commodities—Including Graphs Indicating Price Trend. 
Record of Production of Leading Commodities and New 
Production Trend. 
Corporation and Government Financing in 1933 and Pros- 
pect for 1934. 


—New Industries. 
——Important Issues in New Foreign Financing. 


SECURITIES ... 


——Curb Market Prices. 


BONDS... 
Bond Market Prices for 1933. 
——Analysis of Bond Market for 1933. 
Bond Financing. 
Unlisted Bonds. 
Curb Bonds. = 
_ ne hundred tables and charts illustrating basic conditions in important industries and fully detailed tables giving lead- 
ing companies’ earnings, financial position, etc., over a period of years. Practically every company of importance whether 
listed or uniisted is included. The data gives the investor a complete record of the growth or decline of practically every 
leading corporation, which will enable him to determine the real trend of the company’s affairs. wae 
The Manual of The Magazine of Wall Street will give the latest obtainable official, semi-official, or other authoritative 
data regarding the complete year’s operations in all industries, and the principal corporations. It is broader and more 
comprehensive than ever before. 
This valuable volume will be sent FREE, providing you send in your subscrip- 
tion to The Magazine of Wall Street for one year, using Special Coupon below. 


ot a ee et ee ae ee aes ee os ee gi This Coupon rene ECIAL FREE Manual Ofer | 
| 
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3 Years Earning Record—Present Financial Position. 
Illustrated with Charts and Tables. 

—Railroads —aAccessories —-Steel —Shipping 
—-Public Utilities — Chemicals —Coal -——Tobacco 

—- Food and Packing —Leather —Oil  —Radio and 
—Chain Stores —Machinery -——Tires —Communication 
—wMail Order —Paper 

—-Automobiles —Sugar 


The MAGAZINE OF WALL STREET SPECIAL FREE Manual Offer 
90 Broad Street, New York, N. Y. ‘ 
I enclose $7.5C. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue, including full 
privileges of your Personal Service Department. It is understood I am to also receive free: 


Address 
Publisher’s Note:—If you are already a subscriber, your subscription will be extended from present date of expiration. | 
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I 
| The Magazine of Wall Street Manual, to be issued March 10, 1934. 
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Canadian postage 50c, Foreign $1 a year additional. 
O) For $1.50 additional you will also receive our monthly Adjustable Stock Ratings. 
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: po tion and meditation and there is in the minds of many 
— World Trade Exp ands : them grave doubts of the soundness and efficacy of 
\. ivers of the policies the Government is pursuing. Be- 
sides these individual departures from blind adherence 


— Something at Least for Silver 
— Why Wait? 
| —The Market Prospect 


to all New Deal innovations, there is a noticeable stiff- 
ening of partisan opposition. 

On the other hand, members of Congress, of all 
shades of political and economic opinion, confess that 
public opinion is still strong for the President and eager 
to follow his lead. It may be open to question as to 
whether the remarkable transformation of the business 
picture in the last nine months is transient or endur- 
ing, but its reality can not be questioned. The people 
demanded quick and vigorous action to turn back the 








CONGRESS ON 
THE JOB 


N some quarters the reas- 
sembling of Congress is 
viewed with apprehension. 

It is feared that in a relapse from its prompt decisive- 


depression. They have it. The social and economic 
position of the country is vastly better than it was a 
year ago. Unemployment has been temporarily, if 


lead- ; : 

other ness of last spring, Congress may return to its old not permanently reduced by at least 50 per cent and 
very dilatoriness, with untoward effects on business. the still unemployed are being cared for on such a 
we It can hardly be doubted that this session will not comprehensive scale and in such a sympathetic manner 
oak be as docile as the last. The White House will no as were not dreamed of last winter. The President 
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longer be able to press the button and instantly get 
the enactments it may desire or the demise of measures 
to which it is opposed. Members of Congress have been 
at home with their constituents for many months and 
have been daily harassed with the patronage grievances 
of their henchmen and the complaints of those in- 
numerable individuals who have been hurt or offended 
by the direct or indirect effects of recent legislation 


gets credit for all the gains. 

To this immediate pressure of public opinion must 
be added party expediency as a factor in making for 
support for the President when it comes to standing 
up to be counted, however noisy may be the criticism 
voiced in debate. The Democrats can not afford to 
go to the country next fall with a record of serious 
division between their overwhelming majority in Con- 
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gress and the President. Whatever may be the prompt- 
ings of partisan opposition, individual Republican mem- 
bers are fearful of going on record in opposition to 
the popular President. 

In the end, we predict, the President will on the 
whole get from Congress what he wants and will not 
be compelled to accept what he opposes. This session 
of Congress will be satisfactory or unsatisfactory to 
you, according to your attitude toward the New Deal 
as embodied in legislation and applied in administration. 

—_ 

WORLD TRADE EDEVILLED by fluctuat- 
EXPANDS ing currencies, shackled 

by tariffs, handcuffed by 
quotas, world trade nevertheless struggles slowly up- 
ward. The December economic bulletin of the League 
of Nations takes hope in reporting that during the 
1933 autumn season, foreign trade on the troubled earth 
exceeded the volume of the preceding spring for the 
first time during the depression. For October it was. 
3 per cent larger than in September and 12 per cent 
greater than last April. The enlarged volume is still 
only 36 per cent of that of the monthly average of 
1929, but the modest change that 1933 brought was 
at least in the right direction. The League finds hope 
also in reporting that world commodity prices, mea- 
sured in gold, have gone down very little since the 
summer of 1932 and were relatively stable during 
1933. 


—_ 


HE President was un- 
doubtedly motivated 
by political expediency 

when he unexpectedly used his authority under the 

Thomas Amendment to bring into operation the Amer- 

ican portion of the silver program adopted by the 

London Economic Conference. It had been taken for 

granted that Congress would do so, but the President 

saw a chance for a friendly gesture toward the Silver- 
ites and quickly seized it. However, the sop is such 

a diminutive one that it soon became apparent that it 

would not long deter the silver champions from their 

contemplated demand for substantial concessions to 
the white metal. A few millions of dollars added 
annually to silver circulation, from domestic silver, in 
the form of certificates and paid for in the same cer- 
tificates will neither appreciably dilute the currency 
nor be costly to the Treasury. It is true that the new 
money will be welcome in the silver states and will eke 
out their slim benefits from the various agricultural 
subsidies, but it means nothing to the true believers 
in silver as basic money. They would like, at least, to 
have the United States open its mints to the silver of 
the world. They desire also to give silver a place in 
the metallic reserves of the Federal Reserve Bank. 

Finally, and most, do they desire the return of 

bimetallism. Some of them would gaily risk bimetallism 

as a unilateral jaffair, but others would be content to 
wait for a return by the world in general to bimetallism 
when the present chaos of paper money is over. 


SOMETHING AT 
LEAST FOR SILVER 


In a country which makes relatively little use of 
formal money and is hardly availing itself of half its 
check money—to say nothing of its potentialities of 
expansion—there is nc normal need of either additional 
silver or gold. What we need now is not more money 
but more use of money. There is, however, the pos- 
sibility that the President in his quest of the road back 
to 1926 price levels may prefer the silver to the all- 
fiat money route. Paper money has no intrinsic value, 
but silver has its commodity value. But even a flood 
of silver would not help prices until it reached such 
proportions as to precipitate a flight from every sort 
of dollar now available to the public. The world may 
need silver via bimetallism some day, bu, at present 
we need it not at all. e 


a 


ECENTLY the New York Stock 
Exchange let it be known that it 
was investigating the circumstances 

surrounding the advance of a third-rate stock from a 
quotation of 14 early in 1933 to a high of 343% in 
December. The stock forthwith came crashing down. 
Simultaneously speculative suspicion focused upon sev- 
eral other stocks generally known to be favorites of 
pools or manipulators. These likewise underwent. sud- 
den and sharp decline. The cumulative effect was to 
unsettle the entire market temporarily. Even though 
the tail can not long wag the dog, such incidents are 
unsavory. The Exchange can not dodge responsibility 
for them. In the first place, there is no justification for 
the listing of stocks in which the floating supply is so 
limited as to make manipulative tactics easy. In the 
second place, the time to step on a pool operation is 
not when it has been in progress for months and when 
it has lifted a stock to a level several times its real 
value, but as soon as there is the first hint of abnormal 
activity and advance. Admittedly, the early stages 
of a manipulative operation carried on by outside 
traders through half a dozen or more separate brokers 
are not easy to detect, yet the fact is that the manipu- 
lative affair recently brought to public attention was 
common gossip in Wall Street for weeks before the 
Exchange took action. In its effort to forestall Federal 
regulation the Exchange, as we see it, has missed a 
bet. As an unincorporated institution with arbitrary 
powers, it should be able to cope with manipulative 
abuses far more effectively than could any law or 
any legally-encumbered public agency. The mere 
suspicion of manipulative tactics is sufficient basis for 
an informal and confidential investigation. Pools 
thrive on secrecy. The threat of publicity would be 
adequate deterrent. After the damage is done pub- 
licity is valueless. 


WHY 
WAIT? 


a 


THE MARKET UR most recent investment 
PROSPECT () advice will be found in the 
discussion of the prospective 
trend of the market on page'276. The counsel em: 
bodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, January 1, 1934. 
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The Bugaboo of National Debt 


N all of the criticism currently directed at the Admin- 

istration’s recovery program there is an unwarranted 

amount of anxiety concerning government loans and 
expenditures. According to those not in agreement with 
present policies, Uncle Sam’s credit will soon be impaired. 
We are spending our way to ruin, they. say, pointing to 
the budgetary deficit~of a billion dollars reported on De- 
cember 22. But let’s examine the facts before we draw 
any such terrifying conclusions. 

Giving effect to this deficit, the public debt of the United 
States totals 23,806 million dollars. Admittedly, this is 
within a billion and a half of the war-time peak, and it 
may grow larger before normal times are regained; but if 
25 billion did not put the Government in dire straits then, 
if it did not scare us in 1919, why should it give us cold 
chills now? Moreover, on a per capita basis our national 
indebtedness amounts to approximately $190, whereas the 
internal debt alone of Great Britain is equivalent to $700 
per capita! Even if you add to our national debt all of 
our local debt in this country—the debt of states and mu- 
nicipalities—our public indebtedness per individual comes 
to less than $250. Certainly this is not excessive, and by 
the same token is a long way from the point at which 
national credit could be considered in jeopardy. 

Fears have even less foundation when we consider that 
sinking fund charges are being met, and Federal revenues 
are as encouraging as current receipts indicate. Further- 
more, despite the heavy taxation under which we are now 
struggling, we have by no means approached the limit of 
possible tax revenue. Our income taxes today, particularly 
in the lower brackets, are far below the British, from 20 
per cent to 25 per cent lower on the average; and we have 
yet to experience a national sales tax. 

When the charge is made that the Government loans 
and expenditures are on too grand a scale, it should be 
borne in mind that the program of financing recovery in- 


By Charles Benedict 


volves many of the functions heretofore fulfilled by private 
banking and private financing—by agencies that either 
could not, or would not, through excessive caution, carry 
on the home financing nor extend the railroad loans, bank 
rescue loans and crop subsidies which the Government has 
found necessary in order to avoid national stagnation if 
not ruin. 

It must not be forgotten that the huge loans made by 
the R.F.C. and other agencies were in response to emer- 
gency demands. They were not dictated by political ex- 
pediency, but by popular demand and necessity. Great as 
the losses occasioned by the depression have been, they 
would have been dwarfed by those entailed by further 
bank debacles or great railroad receiverships. To prevent 
such calamity, to afford relief to a large part of our people 
in distress and to build for recovery, expenditures on a 
war-time scale have been warranted. Government borrow- 
ing in proportion to the gravity of the situation is justified. 
All of us are participants in the program just as each of 
us has a stake in the recovery. 

With a quarter of all banking assets now in Government 
bonds, part of our funds as depositors form the basis of 
Government credit. But who can say that our money is 
not as wisely, or even more wisely, loaned than by the 
bankers themselves. In the present demand for liquidity 
it might even be questioned whether it would be profitably 
employed at all under private administration. 

It is true that one might have some misgivings at the 
thought of his funds being loaned on the doubtful assets 
of some closed bank or being loaned to some municipality 
to set it up in the public utility business in competition 
with an existing private utility, but on the other hand all 
Federal loans are not of this character. Many loans to both 
banks and railroads have been repaid. Home loans are 
cautiously made and not on inflated realty value. The risk 

(Please turn to page 320) 
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Security Market and Business 


Prospects for the Next Three 
Crucial Months 


A Frank Appraisal of What May Be Expected 


By A. T. Mitver 


T this season the current performance of the stock 
market is of secondary interest except for such faint 
hints as it may give regarding an answer to the 

question which inevitably presents itself as the old year 
gives way to the new—What is the stock market and busi- 
ness outlook for the first quarter of 1934? It is to this 
question—a very large question—that this article forthwith 
turns. 

In the stock market itself there appears to be a cautious 
feeling of hope, but neither enthusiasm nor very firm 
conviction. Speculative opinion was never more ready to 
veer with the winds from week to week, while hoping 
for the best. Such a market offers little of prophetic signi- 
ficance, except that it probably can be truthfully said that, 
whatever the business and political developments of the 
next few months, the prevailing mood is not one suggesting 
any likelihood that the speculative jamboree of the 
spring and summer of 1933 will be repeated. Inflationary 
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jazz no longer sounds so sweet to speculative eats. 
Since the market tells us so little regarding the prospect, 
let us put it aside for the moment and consider the signs 
and portents which appear to be visible on the business 
horizon, for the course of industry and trade, as always, 
will largely determine the movement of stock prices. 


Fundamental Improvement Underway 


The outstanding business fact, of which we need to 
remind ourselves from time to time, is that the bottom © 
the worst depression in modern history now lies well be 
hind us and that a major cyclical recovery has been in pro’ 
gress for many months, both in this country and through’ 
out the greater part of the world. In short, the tide 
with us. It provides a strong foundation: for optimism 
regarding the first quarter of the year. 

The necessary adjustments made necessary by depression 
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have been largely completed. In business of all kinds a 
three-year struggle for existence has lowered operating 
costs and increased operating efficiency, establishing a base 
on which, given either stable or rising commodity prices 
and a moderate expansion in sales volume, profits can be 
satisfactorily restored. 

Deferred demand for goods of all kinds has been only 
partly satisfied in the partial recovery experienced during 
1933. While well above bottom, the business level re- 
mains still considerably under any possible estimate of 
normal. There is a broad gap yet to be filled. A gradu- 
ally rising national income, especially as affecting the farm 
and wage-earning classes, offers promise that the gap will 


‘be further narrowed. 


Second Phase of Recovery 


So much for the major trend. It is the intermediate 
trend with which we are chiefly concerned herein. At 
this writing aggregate business activity has been expanding 
since the middle of November. This advance over a period 
of six weeks appears. definitely to reverse the corrective 
reaction which set in after the July culmination of the first 
fast phase of recovery. Accordingly, there is every reason 
to regard it as the beginning of the second phase of recovery. 

The initial recovery after prolonged depression is almost 
invariably relatively rapid. The second phase of recovery 
is almost invariably slower, more cautious, more closely 
attuned to consumer demand. ‘The business records of 
recent weeks conform to this normal pattern. There is no 
indication of sensational advance ahead. On the other 
hand, there is evidence to suggest the probability of further 
moderate expansion over the next three months, barring 
unsettling monetary developments or disturbing Congres- 
sional action. 


In the business activity of 1934 such expenditures will be 
a considerably larger factor than in 1933. They will con- 
tribute importantly to the rising business volume of the first 
quarter now begun. 

The steel industry, normally a pillar of prosperity, ex- 
pects to advance at least somewhat closer to the profit level 
during the next three months. Its chief reliance is placed 
upon structural steel and rails, both largely financed by 
PW A, and upon the automobile industry. Its NRA 
code, an element of doubt and caution a few months ago, 
has been found satisfactory and, indeed, beneficial in cor- 
recting formerly destructive competitive practices. 

Steel closed the old year with operations at approximate- 
ly 37 per cent of capacity, an advance during December 
from a level of approximately 28 per cent. This contra- 
seasonal gain was due in part to a rush of specifications on 
contracts which under the NRA code would have other- 
wise expired automatically on January 1. In other words, 
some of the improvement of December was undoubtedly at 
the expense of January and February business. For this 
reason, moderate recession in the immediate future would 
not be surprising. There are important offsetting factors, 
however, including virtual assurance of enlarged produc- 
tion of rails and structural steel, as well as larger demand 
from the automobile industry. The motor industry has 
been slow to swing into full production of new models, 
partly due to a toolmakers’ strike, now ended, and partly 
due to technical difficulties presented by mechanical in- 
novations in various models. With these troubles ironed 
out, the industry is expected shortly to buy more steel. 

The automobile industry, itself a major cog in the busi- 
ness machine, is hopeful, but not confident. Doubts con- 
cerning the monetary program and the effect on public 
buying assail its executives. On the other hand its sales 

trend throughout the last 








Of greatest significance is 
the evidence pointing to the 
probability of further gradual 
recovery in the heavy indus- 
tries, including construction 
and steel. Significant because 
it is chiefly in the heavy in- 
dustries that acute depression 
has centered. It is here that 
the major unemployment 
exists. It is these industries 
which remain farthest below 
normal. 


doubtful. 


The business outlook for the first quarter of 
1934 appears, on the whole, favorable. The 
first quarter stock market outlook, surveyed 
with regard for the current price level, is more 
In this setting it is recommended 
that long-term investment commitments be re- 
tained, that new purchases be deferred. 


three-quarters of 1933 was 
favorable, the year’s business 
being nearly 50 per cent above 
that of 1932. It is to be 
doubted that 1933 sales of 
slightly more than 2,000,000 
cars by any means satisfies the 
deferred and accumulated re- 
placement demand created by 
the wearing out of old cars 
during the years of depression. 
In recent months sales in agri- 
cultural sections, especially 





Construction at the close of 


the South and Middle West, 





1933 was expanding briskly, 

contrary to the usual seasonal downturn. Contract awards 
for the first half of December exceeded total awards for 
the entire month of December, 1932. Reported data on 
contemplated construction at the year end was more than 
four times the total of a year previously. The rising trend 
thus indicated suggests that more than seasonal stimulation 
will be experienced as spring nears. 

Privately-financed residential construction, while still de- 
pressed, is double the rate of a year ago and is likely to 
derive further stimulation from a Federally-financed build- 
ingand-loan program now being whipped into shape at 

ashington. The major part of the gain, however, is in 
non-residential works financed by the Government through 
the Public Works Administration. Regardless of the 
longer wisdom of this spending, it is unquestionably a direct 

Usiness influence of great weight. 

Construction necessarily progresses slowly. Allotments 
made out of the $3,300,000,000 P W A fund have not 
yet begun to exert their major stimulation upon business 
in the purchase of materials and the employment of workers. 
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have been phenomenally im- 
proved. If, therefore, nothing serves to check general pur- 
chasing power, the industry should have a relatively good 
first quarter. It entertains some wonder as to how the 
more radically changed models will sell, but sales diverted 
from these—if they prove unpopular—will go to other 
models or other makes. The industry also is gearing pro- 
duction plans to demonstrated demand perhaps more cau- 
tiously than usual because of uncertainty as to develop- 
ments at Washington during the next several months. 

With production under fairly close control and prices 
of oil and gasoline materially advanced, the petroleum 
industry has made a major turn for the better. Its out- 
look for the first quarter is good. Equally promising is the 
outlook for the chemical industry. Its recovery, reflecting 
closely the business composite, is fully as spectacular as 
that which has occurred in the automobile industry and 
is steadier. 

The industries thus briefly summarized are of broad 
scope and representative character. The conditions which 
point to further improvement is them during the first 
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quarter apply in general to the aggregate of business 
operations. 

In the volume of mail order and chain store sales there 
has been considerable improvement, although retail trade 
in the aggregate continues to lag behind the advance in 
the production indexes. It is handicapped by the abnorm- 
ally fast price advance which occurred in 1933—an ad- 
vance of approximately 22 per cent. Any advance in the 
first quarter probably will be slower and far more 
moderate, giving consumer buying power a better chance 
to catch up. For this reason retail business during the first 
quarter should be relatively better, on a seasonally adjusted 
basis, than during 


the prevailing attitude of business and of the security mar- 
kets regarding both the Administration and Congress js 
one of doubt and caution, rather than of unmitigated con- 
fidence. It is not a matter of willful opposition generally, 
but simply a matter of not being able—due to the enlarged 
sphere which government now occupies in all economic 
reasoning—to make future plans with normal assurance. 
It could not be otherwise in a period during which the 
Government is embarked upon a program of unprecedented 
economic and social experimentation, affecting for good or 
ill the interests of all classes. It could not be otherwise 
with the future of the dollar itself still subject to 
uncertainty. 

The fact that 
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est point since last 
July 22. First quarter seasonal trend is favorable. 

In both the expected continuance of normal cyclical 
recovery in business generally and in the certainty of a 
superimposed business stimulation from a great variety of 
government undertakings there appears ample tangible sup- 
port for anticipating expanded industrial and trade activity 
over the next few months. Near-term expenditures by the 
Government will probably reach or exceed $600,000,000 a 
month. In farm benefits, in public works, in employment 
of some 4,000,000 men by the Civil Works program, in the 
purchases of the Surplus Relief Corporation, in R F C 
loans on deposits of closed banks and in various other mea- 
sures hundreds of millions of dollars of Federal funds will 
directly and indirectly benefit trade and industry at least 
over the first quarter, if not longer. Business also should 
have the benefit of easier bank credit, first because the 
Government has put some $700,000,000 into the capital of 
the. banking structure; second, because temporary deposit 
insurance is now in effect, ending the urge for abnormal 
liquidity on the part of many institutions pending their 
examination and admission to the insurance corporation. 


Intangible Factors 


Above we have dealt exclusively with tangible factors. 
On balance, they appear promising. It need hardly be 
said, however, that this does not complete the picture, 
either as regard: business or the stock market. The psycho- 
logical factors are more important than ever before. The 
policies and actions of the Federal Government affect busi- 
ness and the security markets more directly than ever 
before. 

Public confidence in the Roosevelt Administration un- 
questionably is high. But it must be frankly conceded that 
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changes as may be 
made in Federal taxation and in possible Congressional 
action along inflationary lines. 

The generalization can not be escaped that we are ina 
period in which individuals of large resources are more 
concerned with protecting their capital funds against de- 
preciation, than in searching out profitable investment with 
the courage and confidence heretofore normal when de 
pression has given way to initial recovery. Possibly this 
is a necessary accompaniment of a necessary economic Ie § 
formation and of a necessary revaluation of the dollar at 
a level which can not now be safely determined. Never’ 
theless, the fact remains that it is an unhealthy psychology 
as affecting business ventures and security commitments. 


Outlook for Securities 


So far as the stock market is concerned, these puzzling 
intangible factors are confusing because in a sense they 
work both ways. Neither in the business setting nor 10 
the possibility of further depreciation of the dollar is there 
inducement for widespread investment liquidation. More 
over, the market knows from experience that unexpectet 
news can come at any time from Washington and that it 8 
usually subject to bullish speculative interpretation. For 
these reasons, no reversal of the major recovery in stock 
prices appears likely for some time to come. 

On the other hand, the intermediate movement of stock 
prices is quite another thing. Even in a healthy bull mar 
ket, reaction from time to time, is inevitable and not inire 
quently assumes proportions well worth avoiding. What 
ever the reason or combination of reasons, the market 
the closing fortnight of 1933 has failed to advance as mu 
or as actively as would appear justified by the current 

(Please turn to page 318) 
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The Redistribution of Wealth 
Ceases to Be a Theory 


The Taxing Power Is Being Actively Used 
to Promote a New Deal in Social Justice 


By Jonn C. Cresswiti 


HE redistribution of wealth is one of the fundamental 
tenets of the New Deal. This is well understood, but 
because it has not been formally declared and is over- 

shadowed in the public mind by more obvious and more 
exciting events, it is assumed by many that it is merely a 
+ principle—something to be accomplished in the longer 
uture. 

The fact is that under our noses, day by day, a large 
sale redistribution of wealth and confiscation of large in- 
comes is now going on. It is new only in its scope and in 
the frankness of its motive. In one sense, of course, redis- 
tribution of wealth has always been an incident of taxation. 
The costs of government necessarily are collected chiefly 
from the possessors of wealth and the proceeds go largely to 
persons without wealth. Certain functions of government, 
such as poor relief, free medical services and free education, 
are properly supported out of taxation of wealth. 

In time of depression and great unemployment the frank 
taking of wealth for the benefit of the poverty-stricken often 
tises to great proportions and has so risen at the present 
time. Under acute emergency the legitimacy of the 
principle of taxation thus involved can not be seriously 
questioned. The purpose is a legitimate function of 
government. 

It is quite a different thing, however, when the tax 
weapon is employed not primarily to finance a normal func- 
tion of government but to enforce new social and political 
concepts. The imposition of heavy taxes with the deliber- 
ate purpose of reducing great 
fortunes or checking their 


savings into spending and thus curtail the proportion of 
the national income available for investment as productive 
capital. 

The theory is that ordinarily too much of the national 
income goes into the means of production and too little 
into consumers’ goods with resulting over-production and 
recurrent economic crises. It is proposed to effect a balance 
through the collection of funds to be disbursed by govern- 
ment upon projects which do not liquidate themselves. 
It is reckoned that in this way the purchasing power of 
the public will be increased at the same time that pro- 
ductive power is limited in growth. : 

The whole idea of using taxation as an instrumentality 
of confiscation of wealth for social purposes was formerly 
abhorent to all Americans. It is still violently opposed by 
the business community. It is regarded as an insidious 
attack on capitalism. It amounts to statutory limitation of 
profits, which are considered the mainspring of successful 
economic activity under capitalism. It is predicted that 
if a large portion of possible profits is taken away from 
business, economic growth will be checked if not destroyed; 
that business will become stationary; total national income 
prevented from growing, or at least from growing to such 
an extent as to raise the standard of living, and that unem- 
ployment on a large scale will become chronic. It is 
contended that the technocrats are all wrong and that the 
mechanization of business, always motivated by the desire 
for increased profits, is essential to full and expanding 

employment. 


On the other hand, the ad- 
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vocates of the resort to taxa- 
tion as a means of redistribut- 
ing wealth postulate that a 
more equitable diffusion of 
wealth is necessary to social 
health and well-being, and ask 
what better means than taxa- 
tion can be found to realize 
that end? Great individual 
wealth, it is asserted, neces- 
sarily implies concentration of 
wealth in a few hands, and 
that when that condition is at- 
tained political democracy be- 
comes a farce and the nation 
is made subservient to a plu- 
tocracy. 

Most of the advocates of 
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World Economic 


Flashes 


By Ernest GREENWOOD 


War Debts 


Former Premier Herriot boldly cham- 
pions the unpopular side of the war 
debt question when he berates Parlia- 
ment for the default on payment of 
the French debt to the United States. 

Recognizing the 52 per cent reduction 
already conceded, he adds: 

“If the French people were really 
informed upon the question they would 
be of my opinion and would defend 
France’s credit. They would further 
reflect upon what might happen in 
case of a future European conflict.” 

Meanwhile little Puerto Rico pays 
United States holders of insular gov- 
ernment bonds due at the end of the year in full. To do 
this the government employees had to go without their 
December pay although it is understood that they will get 
it later. Here in the United States a new type of govern- 
ment employe (C W A) who have had jobs pulled out of 
the air for them by an economic Santa Claus down in 
Washington are organizing and demanding more pay 
almost before they know what their jobs are. 

Another country setting a good example to debtor na- 
tions is Finland with a record of meeting every payment in 
full—the only European country which has done so. While 
often spoken of as little Finland she has, as a matter of fact, 
an area larger than the British Isles. However, her popula- 
tion is small and her location is not conducive to great 
wealth. Exports of timber, paper and pulp are of para- 
mount importance to Finland in obtaining the necessary 
debt-paying foreign exchange. 


xk * 


Pan-A merica 


Secretary of State Cordell Hull has shown on a number 
of occasions that he is a sizable diplomat and can handle 
diplomatic language almost like a native when participating 
in international conferences but, as we have said before, he 
has been in a tough spot down in Montevideo. The manner 
in which he fell back on praising the golden rule which he 
defined as “the true good will of the true good neighbor” 
and then gave President Roosevelt's definition of a “good 
neighbor” was worthy of European professional interna- 
tional convention delegate. 

But if we are hoping to maintain our alleged economic 
leadership of the Western World isn’t it about time to drop 
the “big brother-wise counsellor” act or at least provide it 
with some new gags and fresh costumes? Along with the 
rest of the Pan-American brothers Mr. Hull endorsed free 
trade (an old specialty of his) but if it turns out that the 
Administration cannot (or has no intention of trying to) 
reconcile free trade with our national recovery program 
will this gesture help the act or make it more difficult for 
it to secure bookings in the Pan-American show? 
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Chile 


Chile, having tried inflation, is now 
trying to stop it. In July, 1931, the 
peso stood 8.25 to the dollar and then 
rapidly declined in value until it 
reached the rate of 80 to the dollar. 
Currency in circulation jumped to 
enormous figures while the slender gold 
reserve dropped and capital, to use an 
underworld expression, “took it on the 
lam.” 

Under the policies of President Alle- 
sandri, however, the amount of cur 
rency in circulation has decreased 
since June, 1933, exchange has im 
proved, and there has been a restora: 

tion of confidence in national finances and Chilian cur- 
rency. Critics of the policy of inflation claim that while 
it improved the condition of debtors, producers of raw ma 
terials and possibly jobbers it was at the expense of the 
workers, the savers and the general public. 


* * * 


Farm Wages 


If we are to believe the International Labor Office of 
the League of Nations farm labor is having more or less 
of a tough time ali over the world. 

According to a report issued recently by this organiza’ 
tion farm hands in the United States are getting 1899 
wages which means about three-fourths of their pre-war 
wages and less than one half of the 1929 wages. Germany 
is paying the man behind the plow 40 pfennig an hour 
including payment in kind. Canadian farm wages have 
dropped from $40 a month (plus room and board) for 
men to $19 a month and from $23.50 .a month (plus room 
and board) for women to $15 a month. There has been 
only a slight reduction in England and Wales while in 
Ireland the drop has been about 10 per cent on the basis 
of 1925 wages. In Hungary they have dropped 40 per 
cent in four years and in Italy about 25 per cent. 


* * * 


Milkmen 


Dairymen’s associations and other large distributors of 
milk and dairy products in the United States should study 
the methods of the Budapest Dairymen’s Association 1 
Hungary. There the Ministry of Agriculture issued @ 
degree forbidding the direct supply of milk to consumers 
in the capital and ordered producers to deliver all their 
milk to the Association. ae 

Reports of the result sound just like home—milk mots 
and the pouring of thousands of gallons of milk 7 
the streets. No matter where, nor how. the details 
happen to be carried out, price-fixing appears to lea 
to trouble. 
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Mussolini 


In addition to revising the political and economic status 
of the Italian people Premier Mussolini is conducting a 
drive to increase the population and recently the govern- 
ment distributed 30,000 prizes to mothers of large families, 
newly weds, and parents of their first child. Father is also 
declared in on the economic benefits of parenthood. He 
gets a free pass on the street cars good for a year. 


* * * 


Japanese Jingoists 


Dispatches from Moscow indicate very clearly that the 
Soviet government is taking seriously the possibility of war 
with Japan—as one commentator puts it the Russians are 
not saying “if they attack” but “when they attack.” 

Just how either nation can expect to finance a war which 
might easily involve all of Asia is problematical. The pres- 
ent Russian government isn’t finding it so easy to trans- 
form a second-class agricultural country into a first-class 
industrial nation as it had supposed. Japan is starting a 
nice little economic war on several fronts which promises 
to keep her busy. Russia suggests that Japan may get a 
loan from England but this hardly sounds reasonable in 
view of the attacks which Japan has been making on 
English colonial markets. 

In the meantime Communist members of the French 
Chamber of Deputies are asking nasty questions of the 
government about shipments of armaments to Japan. Ex- 
ports of iron and steel to Japan in 1933 were ten times 
as great as in 1932 while the shipment of arms and muni- 
tions increased two and one half times. 

In Tokyo a retired Lieutenant Commander writes a 
pamphlet entitled “Dream of War Between Japan and the 
United States” apparently endorsed by Admiral Kato of 
japan’s Supreme War Council and Vice Admiral Suet- 
sugu, Commander of the Japanese Fleet. Looks as though 
the jingoists in and out of the Japa- 





prices, high taxes and other burdens. The wide gap be- 
tween what the producer receives for his products and what 
the consumer has to pay is quite as live an issue in France 
as it is in the United States. 


* * * 
League of Nations 


Reports from Geneva indicate that in spite of many 
setbacks during the year 1933 the Secretariat of the League 
of Nations feels that it has made notable gains. Japan and 
Germany took their toys and went home while there have 
been serious rumors of other possible defections. On the 
other hand officials of the League feel that it has found 
two new and powerful friends—the United States and 
Russia. They also think that the London Economic Con- 
ference settled a number of monetary questions which will 
facilitate international co-operation if and when stabilization 
of currencies is restored. This, however, is a very large “if.” 

Perhaps the League will save the world for democracy 
after all. 


* * * 
Chinese 


The Canton Chinese Seamen’s Union has adopted a 
unique method of replenishing its treasury. It is collect- 
ing, for the benefit of the Union, an import tax on all 
foreign goods brought to the city on Chinese-owned steam- 
ers. The Canton Chamber of Commerce protested vio- 
lently but withdrew its objections when threatened with a 
general strike. Any ship which objects to an inspection by 
representatives of the union for purposes of fixing the tax 
will be boycotted and can neither load nor unload a cargo. 


* * * 
Foreign Buying 


Washington, they say, is all worked up over the 
possibility of foreigners coming 





nese government wanted to take on 
all comers. 


France 


French finances “are serious but 
not alarming” says Finance Minister 
Georges Bonnet urging the gov- 
ernment loan totaling 18,000,000,- 
000 francs which was authorized by 
the Chamber of Deputies by a large 
majority. Of this total 8,000,000,- 
000 will be applied to the consolida- 
tion of loans due this year and the 
balance will be used for govern- 
ment expenses until taxes begin to 
roll in. 

The position of the Chautemps 
government seems to be strengthen- 
ing and if it can keep the govern- 
ment employes from striking, tax- 
payers from grumbling too much 
and the farmers from insisting on 
impossible measures for French 
am relief it may very well survive in spite of the obstacles 
which caused the fall of its three predecessors. 

e farm problem, however, is not easily solved. French 
“mers are threatening “direct action to obtain their place 
in the economic and political life of the nation.” There is a 
Newly-organized agrarian party and much talk of low 
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Farming in France 


in with their dear money and 
buying control of our great corpo- 
rations. In justification of the fear, 
it is pointed out that France under 
similar circumstances passed laws 
giving Frenchmen special voting 
privileges. Incidentally, many 
Frenchmen are found now to have 
sold their special privileges to for- 
eigners with the result that the lat- 
ter are obtaining control today with 
a smaller cash outlay than ever. In 
our own case, the alarm is probably 
exaggerated. After all, there are 
only a handful of countries to whose 
currencies the dollar is at an im- 
portant discount. Britain’s pound 
—-the country most accustomed to 
American securities—is not so high 
yet, relative to the dollar, that it 
will buy over much in the way of 
control of our great corporations. 
Nor as a matter of fact is it ever 
likely to be, if one is to believe the 
majority of the world’s important 
economists who contend that the dollar fundamentally is 
the strongest money in the world, and that it can not be 
kept down artificially for ever. Also, it might be remem- 
bered that when a foreigner buys American securities at 
the so-called discount, his income too is at a similar dis- 
count when he comes to spend it, in his own money. 
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q Close to 60 Per Cent of All Unemployment Results from Stag- 
nation in the Industries Making Capital Goods 


q Revival of These Industries Depends on the Investment of 


New Capital 


Re-opened Capital Markets 
Essential to Full Recovery 


By StepHeN M. TorreNce 


A: the height of prosperity in 1927- 


29 fixed capital was flowing into 

American business corporations at 
the rate of seven billion dollars a year. 
In the same period commercial bank credit 
—working capital—was expanding at the 
rate of a billion dollars annually. Now, 
the latter has fallen far below the total 
of 1927, and permanent capital invest- 
ment has declined to the comparatively 
paltry rate of about 650 millions a year. 
Industries which supply consumers’ goods 
are getting along fairly comfortably on 
the commercial credit they still enjoy, but 
the durable goods industries are at a 
low ebb. 

These depend upon general business 
expansion—the construction of new fac- 
tories and modernization of old ones, engi- 
neering works, building. Makers of con- 
sumers’ goods can supply the present de- 
mands of the country with the aid of such 
bank loans as they can get, but the pro- 
duction of capital goods depends upon a 
virtually non-existent demand. Owners 
of capital are adamant to all proposals for 
the financing of new business undertak- 
ings. 

In this country recovery from every 
previous depression has been brought 
about by the expansion of fixed capital. This time 
we are recovering — so far as we have gone — with- 
cut that potent force. It is to be feared that recovery 
will henceforth proceed very slowly unléss some way is 
found to tempt the billions of idle capital into the various 
forms of construction and their tributary industries. 

In 1929 this nation spent ten billions of dollars on 
building construction alone, to say nothing of the machinery 
and other equipment which went into the plants. The 
industries that absorbed these funds produced in that year 
40 billion dollars’ worth of durable goods and employed 
between five ana six million persons. Today the annual 
production of such goods does not exceed ten billion dol- 
lars’ worth of the shrunken total of national production, 
which is now somewhere around 40 billion dollars. 

Unemployment in the durable goods industries has de- 
creased but little since the depths of last March and 60 
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per cent of the people employed by them 
in 1930 are still out of jobs. Of the ten 
millions of people still unemployed in this 
country (not allowing for the 4,000,000 
temporarily employed as a relief measure 
through the expenditure of government 
funds) about 6,000,000 owe their jobless. 
ness to the stagnation of the durable 
goods industries. On the other hand, em- 
ployment in the consumers’ goods indus’ 
tries is not far from normal. Of the rest 
of the four million of unemployed almost 
all are idle because the service industries 
have been rendered stagnant by the un 
employment existing in durable goods. 
What little unemployment remains in the 
manufacture of consumption goods is 
almost entirely due to the unproductive: 
ness of the capital goods industries. _ 
The depression as it stands today is 
essentially due to the paralysis of the in 
dustries which produce lasting g 
that is, buildings, bridges, ships, locomo 
tives, automobiles, railway equipment, ma 
chinery, and all other industries that draw 
upon steel, copper, lead, aluminum, and 
other metals, lumber, cement, brick, stone, 
clay, etc. They are the sinews of pros 
perity, the sources of prosperity in the 
service and consumers’ occupations. Con 
sumption exists in and out of depressions without 
great variation in volume, but real prosperity for 
the makers of consumption goods and their distributors 
depends upon the prosperity of the industries of expat 
sion, the industries which stand for increased production 
and the growth of wealth. They are the mark of a dynamic 
country. A nation may live without growth in them, tt 
can get along for a time while they are in decline, but its 
deterioration is certain if they die. 

People must eat but they can get along with old ma 
chines, old buildings, old equipment for a long time. They 
will not, however, make much progress. They can not 
be vigorously prosperous without replacement and — 
creations. Prosperity in the sense of expansion 1s mm 
possible without the wants created by new businesses 
new kinds of industry. The technocratic aberration of a 
year ago is about cured. We know now that contin 
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invention and the scrapping of the old it implies are the 
real sources of abundant employment. 

Four years of depression have left the country in ab- 
normally great need of building, rebuilding, and modern- 
ization. There is undoubtedly an excess of productive 
cacacity, but it is estimated that 80 per cent of this ca- 
pacity represents buildings, machinery and processes which 
ought to be scrapped, in view of improvements which have 
come in, and their deterioration. And many new indus- 
tries await only a market before blossoming out into new 
buildings and new plants. 

Estimates of needed new residences put them at as 
many as a million and not less than 350,000. At least half 
the 28,000,000 existing residences should be wrecked or 
modernized. Untold billions are required for residential 
equipment and furniture. 


Sources of Recovery Untapped 


All that we have done so far to regrow prosperity has 
been chiefly on the consumers’ goods sector of the recovery 
front. Much has been accomplished since the inauguration 
of N R A for the service employes, and very little for the 
durable goods sector. In the absence of financing for these 
industries, the Government has undertaken a huge public 
works program in which something over three billions of 
dollars will be spent in two or three years, but that is a 
mere drop in the bucket compared with the seven billions 
which formerly flowed annually from private purses into 
projects which called for durable goods. Unless some way 
is soon found to unite the abundant idle funds and the 
pressing need of them in a new flowering of the heavy 
industries the artificial recovery in the consumption and 
service lines will fade away, for the Government can not 
indefinitely continue to finance banks, railroads, building 
and loan societies, insurance companies, self-liquidating new 
enterprises, agriculture and housing unless it goes 100 per 
cent soviet. 

Why is it that with capital abundant and cheap there 
is almost no flow of it into the 
industries that create the 


standard is an insuperable deterrent to investment in new 
enterprises or extension of old ones. Capital, it is claimed, 
will wait for a return to intrinsically stable money before 
it will take a chance. 


British Financing 


The answer to this claim is that Britain goes ahead 
with new financing at a rate not very much below 
that of 1930. And Britain has been off the gold 
standard for more than two years, and seems: to have 
only the feeblest interest in returning to it in the near 
future. Rather do the British people consider abstention 
from the gold cure a good thing for business recovery. 
Measured by the franc the pound sterling is worth today 
only $3.40 in gold, but that doesn’t seem to worry in- 
vestors. In England capital appears to be eager for em- 
ployment and in excess of the demand for it. It is unafraid 
but lacks the scope of opportunity that exists in this coun- 
try. We have wide opportunity, but neither active demand 
for permanent capital nor responsiveness on the part of 
individuals or institutions to new channels of investment. 

The chief difference between the American and British 
positions is that the pound enjoys de facto stabilization at 
about the point in gold valuation which the British authori- 
ties desire to maintain. But it is more than likely that the 
dollar is now in process of stabilization. It has endured 
but slight fluctuation for some time, and the moderation 
with which gold buying is applied in respect of price 
advancement indicates that the President is using it more 
with regard to stabilization than to further experimenta- 
tion with a price-lifting theory. It must be remembered 
that the British have had more than two years in which 
to feel for the economic point of currency exchange, 
whereas we have had only nine months. To have precipi- 
tately stabilized would have been a fatal error, for while 
a broad and deep current of productive investment is 
necessary to the recovery of prosperity, it is essential that 
embryonic expansion shall not be set back by a return of 
deflation. Let us always re- 
member that only the disen- 





permanent forms of wealth? 
In the first place lack of 


gaging of the dollar from the 
gold anchor prevented uni- 





confidence in the present and 
fear of the future state of the 
world and the nation is still 
prevalent. Credit is in no 
mood for venture. Money 
courage is a virtue of slow re- 
cuperation even under the 
best of conditions. 

In the next place we find 
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versal business bankruptcy in 
this country. We appear to be 
on the edge of final determina- 
tion of the desirable exchange 
ratio of the dollar to gold. De 
jure stabilization is probably 
still far off, but it is held in 
Washington that the Presi- 
dent’s next move will be a 
change in the technique of 





that the abundant offerings of 
Federal Government and other 
public securities, as public 
debts grow, offer more secur- 
ty coupled with some return 
than anything else. What 
Private credit, as distinguished 
tom bank investment, that 
dares show itself above ground 
nervously gobbles up govern- 
ment offerings and promptly 
tga back to its bomb-proof 

e. 

But those two reasons are O 
symptoms of the facts rather 
tan the facts themselves. 

It is frequently alleged that 
our departure from the gold 
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dollar control, which will be 
more comparable to the meth- 
od of the British Exchange 





Equalization Fund than that 
of our gold buying method of 
the last three months. 

We are now, in our pro- 





ONLY ISSUES OF IO MILLION AND OVER 0 


gress toward exchange read- 
justment, about where the 
British were 18 months ago, 
and like them we shall soon 
cease to worry about the ex- 
ternal price of our monetary 
unit. The present lethargy of 
long-time investment will 
cease here as it did in Eng- 
(Please turn to page 317) 
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Stock Market Leaders for 193 


Where Broad Advance Is Indicated by— 


— Assured earnings position 


— Strong sponsorship 


— Strategic place in industry 


— Secure financial position 
—A future not yet discounted 


— Large profit possibilities 


SPECIALLY SELECTED BY THE STAFF OF THE MAGAZINE OF WALL STREET 


This article is not to be taken as advising immediate pur- 
chase of the stocks favorably analyzed. It should be con- 
sidered in relation to our most recent investment advice, 
covering the first quarter market prospect, on Page 276. 
—Epitor’s Note. 


T is a logical assumption that the year just begun will 
be marked by additional business and stock market 
recovery. The flow of the tide being favorable, the 

opportunity for profit in common stocks is enhanced. In 
this setting THE MaGazINE OF WALL STREET presents here- 
with a list of eight stocks for the consideration of its 
readers, believing that this group, in the aggregate, should 
experience an appreciation greater than the market 
average. 

There is no purpose in this article to present a balanced 
investment portfolio. The question of current dividend 
yield has been made secondary. The basis of selection, 
centering on probability of price appreciation, is semi- 
speculative. The selection has been made neither for 
short-swing traders nor for those not in a position to 
assume the risks inherent in any common stock or group 
of stocks. On the contrary, it is for those who are able 
to assume a risk which the staff of this publication believes 
to be, on the whole, both moderate and amply compensated 
by the possibility of gain. It has been shaped, moreover, 
with regard for the prospect of the year rather than that 
of the immediate future or even of the first quarter. 

The stocks chosen will not necessarily be the most active 
leaders, although careful consideration has been given to 
marketability and sponsorship, along with a variety of 
other factors. Possibly at the end of 1934 more obscure 
issues, involving a much greater degree of risk, may be 
found to have experienced a greater percentage apprecia- 
tion. Retrospect always reveals a number of such stocks— 
but also reveals a larger number of similar “long shots” 
which failed to come through. It is to reasonable potenti- 
alities that intelligent selection must address itself. On 
any other basis speculation is not a rational appraisal of 
probabilities but a mere gamble. 

It need hardly be said that the factors which have been 
weighed in the choice of these eight stocks are not the same 
for each stock. One generalization does apply. None is 
the stock of anything less than a first class corporation, 
well established in its own field. Each possesses adequate 
marketability. 

Beyond this the variations of individual characteristics 
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are broad, although in each case the effort is to anticipate 
a future favorable change from present conditions. The 
recovery of an abnormally depressed stock would consti 
tute such a change. The enlargement of currently favor 
able earnings would constitute such a change. Growth in 
speculative popularity, coupled with longer term earnings 
potentialities, would likewise constitute such a change. At 
least one of these three generalizations attaches to each 
stock, as considered individually in the following brief 
analyses: 


Allied In the development of the American 
Chemical chemical industry it is trite, but true, to 

say that the surface has barely been 
scratched. The stocks of leading companies in this field 
are priced in good times and bad at a relatively high ratio 
to current earning power. Such a premium exists because 
the earnings of the present in this still incompletely de 
veloped industry are little more than a hint of the possibili 
ties of the future. Among 
the strongest of such 
issues is the common stock 















































Dye Corp. It is a stock 
which almost always 
“looks high.” Relative to 
the promise of the future, 
however, it can not be 
considered unreasonably 
priced. 

It must be frankly 
recognized that this stock 
{earnings presents one disadvantage. 

ioe The company makes no 
= a interim reports. Conf 
dence in a substantial im 
provement in its earnings, 
however, rests upon solid ground even though it wil 
not find official confirmation until the 1933 financial 
report is issued. The record of the past shows large eatn’ 
ing power. It is known that the chemical industry gener’ 
ally has experienced major improvement in recent mont. 
It can be safely assumed that Allied Chemical continues 
to keep pace with the leaders of the industry and, in fact, 
to run ahead of most. 

The potentialities are impressive not only because this 
company has never made an effort to “show” its maximum 
possible earnings—it has, instead, built up conservative 
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reserves—but because the full earning power of facilities 
added and improved in recent years has yet to express 
itself. Organized as a merger late in 1920, Allied Chemical 
is still young as great corporations go and is still aggres- 
sively building for the future. 

For example: In the twelve years ended 1932 surplus 
and reserves increased by $151,835,000 or $63 a share as 
against approximately $60 a share paid in dividends. In 
1920 properties were carried at $93,261,000, which was 
oficially stated to represent original cost, less depreciation, 
and not the replacement value. Since then net addition 
of $77,696,000 has been made to plant account, but in 
the latest balance sheet, after depreciation of $129,25'7,000, 
plant is carried at only $93,733,000 or approximately the 
figure of twelve years ago. 

The company has always maintained an exceptionally 
strong current asset position. Capitalization is simple, con- 
sisting of $39,284,900 in 7 per cent preferred stock and 
2,401,288 shares of common stock. The balance sheet 
shows an equity of $71 per share of common, exclusive 
of $9 per share in intangibles and some $23 per share in 
contingency reserves. 

Allied Chemical’s earnings are derived chiefly from heavy 
chemicals, mainly alkalis and the industrial acids; and from 
dyestuffs, coal-tar chemicals and other products derived 
from by-product coke oven processes, such as roofing, road- 
surfacing and construction materials. The company’s work- 
ing capital has increased in twelve years by approximately 
$80,000,000 and reserves have increased by more than 
$120,000,000. Expenditures on plant expansion and bet- 
terment were of large proportions in 1928, 1929 and 1930, 
putting the company in position to benefit materially from 
enlarged volume as business recovery proceeds. Earnings 
reached a high of $12.60 per share in 1929 and declined 
to $3.62 in 1932, but these figures are after reserves averag- 
ing $3 per share a year. In short, a strong equity im a 
strong industry. 


Stock of the Bohn Aluminum & Brass 
Corp. must be considered semi-specula- 
tive, but is in a promising position for 

First, the automobile industry, which is its 
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expansion of the notable improvement of 1933. Second, 
Bohn’s own trade position within this industry has been 
especially strengthened by growing demand for certain 
ot its specialized products. 

Capitalization consisting of only $1,767,100 in 6 per 
cent convertible debentures maturing in 1938 and 352,418 
shares of capital stock the earnings equity per share is 
wbject to wide variations. So is the price of the stock. Its 
speculative characteristics 
ae strikingly reflected in 
mings of $9.10 per 
share in 1929 and a defi- 
tt in 1932. The rule 
Works both ways, how- 
wer, for in contrast with 
1932's deficit Bohn earned 
829 per share during 
the first nine months of 
933 and for the full year 
Probably will show profits 
® $4.25 to $4.50 per 
thare. In reflection of this 
twtable turn-about, as well 
% of the management’s 
‘parent confidence in 
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continued recovery, the stock has been placed on a $2 
dividend basis. 

Recognizing the speculative risk inherent in a stock given 
to such wide fluctuations in earning power, the point is 
that at the present time the swing of the pendulum is 
upward and there is no reason to believe the maximum 
improvement has been attained. Production and sale of 
automobiles in 1933 are estimated at slightly more than 
2,000,000 cars, a gain of nearly 50 per cent over the figures 
of the preceding year. This volume only in part fills the 
deferred replacement demand for automobiles accumulated 
during three years of depression. 

There is no question that sufficient deferred demand 
exists to give the motor industry a year or more of marked 
improvement additional to that of the year just ended. 
Expanding business and a rising national income justify 
the expectation that much of this demand will be filled in 
1934. On a conservative estimate, it appears probable that 
motor sales will reach at least 2,500,000 cars or a gain 
of 25 per cent over 1933. 

Should Bohn sales increase as much as 25 per cent, 
the gain in per share profits could be expected to run to a 
much larger percentage figure, both because of the small 
number of shares outstanding and because of the fact that 
the company’s “pay point” has been substantially reduced 
during the years of depression by increased efficiency and 
a lowering of operating costs. Moreover, it is quite pos- 
sible that Bohn’s sales gain in the coming year will exceed 
that of the motor industry as a whole for the reason that 
its light-weight alloys—used in various parts of internal 
combustion motors and especially in pistons and cylinder 
heads—are becoming increasingly popular. 

While Bohn’s largest customer is the motor industry, its 
products also go into plumbing supplies and parts for house- 
hold equipment of various kinds. Its position is such that 
it could conceivably get back to the average earning power 
of 1928 and 1929 without equivalent recovery in total 
volume of automobile sales. 


Gulf The stock of the Gulf Oil Corp. has been 
Oil selling for many weeks above $50 a share, 

although it never paid a dividend of more than 
$1.50 a year, pays no dividend at all at present and earned 
only 60 cents a share in 
1932. Yet this high mar- 
ket rating is neither mis- 
take nor accident. The 
potential earning power 
is high. The company has 
spent huge sums, especial- 
ly during the last several 
years, in building for the 
future, without equivalent 
increase in capital obliga- 
tions. With oil prices 
sharply improved and its 
expansion of facilities . 
completed at least for te 
some time, Gulf is now 
in a position to “cash in.” 
The fruits of years of 
conservatism could easily by more generous treatment of 
stockholders hereafter. 

During the five years 1928-1932 Gulf Oil and its sub- 
sidiaries invested $257,675,000 in additional properties and 
equipment, chiefly out of earned revenues. Yet the value 
of all properties shown on its most recent balance sheet is 
carried at $285,495,000, or 48 per cent of original cost 
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after writing off $306,050,000 for depreciation and re- 
serves. In such accounting one begins to get a hint of the 
ultra-conservatism which has built up Gulf stock to its 
exceptionally strong position. 

This enterprise, showing balance sheet assets appraised at 
nearly $450,000,000 even with fixed properties carried at 
less than half their cost, came into being in 1907 on a 
capital said to have been $12,000,000. The present com- 
pany was organized in 1923. During the seven years 
1923-1929 it reported total earnings of $44.59 per share, 
an average of $6.37 per share per year, after writeoffs of 
$68.97 a share, or an average of $9.85 per share per year. 
Out of the conservatively reported earnings averaging $6.37 
a share the company paid only $1.50 a year in dividends 
and omitted even this modest payment late in 1931. 

As the record shows, Gulf Oil has stinted on dividend 
payments while bending all energies to build up its proper- 
ties to a point of maximum efficiency and earning power. 
It appears reasonable to believe that the fruits of this policy 
should not be much longer postponed. The only official 
information bearing on this point is contained in Gulf’s 
last annual statement, as follows: 

“The Gulf companies are now a well-rounded enterprise, 
with an extensive marketing system, refineries strategically 
located, and adequate pipe lines, all supported by an unusu- 
ally strong production position. Therefore, any large 
expenditures for further expansion are not in prospect at 
this time.” 

While Gulf does not make interim reports, there can 
be no doubt that its earnings in the second half of 1933 
reflected in full measure the marked improvement in the 
oil industry generally, resulting from Federal control of 
production and a substantial rise in oil and gasoline prices. 
The company’s capitalization consists of $110,463,000 in 
funded debt and 4,538,101 shares of common stock. It 
is a light capitalization of heavy values. The 1934 pros- 
pect as to a satisfactory price level for oil appears good. 
Given such a price level, Gulf will earn plenty and its 
stock will go places. 


—————__—— 


Industrial Rayon, as has been pointed out previ- 
Rayon ously in a special article in this publica- 

tion, is the only important industry in the 
world now producing and selling a larger output than ever 
before. Most plants are at or near capacity operations. 
Consumption in 1933 is estimated to have been fully one- 
third more than ever before. There is no indication that 
this rising trend has reached a saturation point. 

In the rayon industry the capital stock of the Industrial 
Rayon Corp. is one of the most attractive issues on an 
appraisal of financial strength, earnings potentialities over 
the next year and prob- 
ability of enhancement in 
market vaiue, 

This company has no 
funded debt, capitaliza- 
tion consisting simply of 
200,000 shares of stock. 
As in the case of Bohn 
Aluminum, analyzed 
above, this light capi- 
talization resu:ts in rela- 
tively sharp variations in 
per share earnings. Lim- 
ited floating supply like- 8 
wise results in relatively 4 
sharp fluctuations in the Ongzd 1950 1931 1932 193" 
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capital set-up, together with a favorable earnings trend 
could hardly fail to attract pool sponsorship from time to 
time. 

It must be recognized, therefore, that Industrial Rayon 
carries a considerable element of risk for short-term or mar. 
ginal traders. Possibly longer-term buyers should take this 
potentiality for rather violent market fluctuations into 
account to the extent of confining purchases to periods of 
market reaction. Nevertheless, the obvious fact is that the 
very factors which make this stock a pool favorite are the 
factors which promise handsome appreciation over a period 
of time. We see no reason to turn thumbs down on a 
—— stock merely because market manipulators als 
like it. 

Industrial Rayon has advanced this year from a low of 
24 to a high of 85 and at this writing is quoted around 75, 
It is a matter of common report that this major advance has 
been accompanied by pool operations, if not caused in part 
by them. Let us consider, however, whether the advance is 
unreasonable. In the first nine months of 1933 the company 
earned $6.29 per share, against a deficit in 1932. In the 
third quarter of the year it earned $2.86 per share, against 
a deficit in the third quarter of 1932. Third quarter profits 
were at a rate of $11.44 per share a year. The actual 1933 
earnings probably will exceed $8 per share. If this estimate 
is correct—and it is supported by the reported earnings of 
the first three quarters—the stock at its 1933 low of 24 
sold at the absurd ratio of three times earning power and at 
75 sells at less than ten times current earning power, as well 
as at a yield of slightly more than 5.3 per cent on its $4 
dividend rate. 

The balance sheet as of last June 30 shows working capi’ 
tal, including Government securities of $5,500,000 and cash 
of $1,428,000, amounting to $7,869,831 or in excess of the 
moderate investment of $7,265,388 in plant and fixed prop 
erties. Cash and Government securities per share amount 
to $34. Working capital per share amounts to $39. Prop 
erty account and working capital together amount to $75 
per share, by coincidence the precise price at which the 
stock is currently selling. On performance and prospect 
1934 should be a good year for Industrial Rayon. 


National The National Steel Corp. is unusual in J 
Steel two respects. It is the youngest of the 
large steel companies, having been formed 
as the outcome of a boom-era merger in the roaring days 
of 1929. It is the only ; 
important steel company 
which earned profits right 
through the depression. If 
this be not distinction 
enough, let it be added 
that National is the only 
steel stock on which divi- 
dends are being paid and 
covered by earnings. 

For this remarkable 
record there is, of course, 
a simple explanation. The 
1929 merger was not a 8 
promotion but a well con- 4 
ceived and conservatively 
capitalized combination of 
efhcient producing units. 
Rounded out by a building program which was substantially 
completed by the end of 1931, National is now a 00m’ 
pletely integrated producer, capable of manufacturing # 
low cost even when, as during depression, volume ope 
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tions are low. Its operations include the mining, assem- 
bling and transportation of its required raw materials; the 
manufacture of pig iron in blast furnaces; the making of 
steel ingots through open hearth treatment of pig iron and 
scrap; and the rolling of steel ingots into a well diversified 
list of finished products. 

National Steel ranks as the sixth largest steel company 
and is second only to United States Steel in the production 
of tin plate. Its plants are located at Detroit, Buffalo and 
Weirton, West Virginia. Each plant is located in close 
proximity to the largest market for its products. Produc- 
tion and sale of steel for the automobile industry accounts 
for the major portion of National’s business and the loca- 
tion of one of its largest and most efficient plants just out- 
side of Detroit gives it a competitive advantage of no little 
importance. 

Next to automobile steel, tin plate is the company’s most 
important product. Consumption of tin plate, supported 
largely by the food packing industry, is relatively stable, 
a fact accounting in part for National's ability to earn 
$1,662,919 or 77 cents a share in the acutely depressed 
year 1932. More than any other large steel company, Na- 
tional may be said to cater to the light or consumption 
industries, which resist depression much better than the 
heavy industries. While automobiles, strictly speaking, 
may be classed as durable goods, demand for them has 
held up better than for most products requiring use of 
steel. Moreover, improvement in this demand has been 
larger and has come more quickly than that for other steel 
products. 

On the other hand, 1934 probably will produce some 
revival in demand for heavier steels, partly on Federal 
stimulation of construction and railroad rehabilitation, and 
in this field National also is an efficient producer. The 
plant at Weirton, for example, is a convertible mill suit- 
able for manufacture of rails or structural steel. Capital- 
ization consists of $41,799,000 funded debt and 2,156,832 
shares of capital stock. Earnings for the first nine months 
of 1933 were $2,569,876 or $1.19 a share. Under normal 
business recovery earnings per share could be expected to 
mount rapidly. 


The Atchison, Topeka & Sante Fe Rail- 
way is one of the largest, strongest and best 
managed railroads in the world. Its common stock can 
only be regarded as 
abnormally depressed. 
Hence, even a partial re- 
covery of the earning 
power demonstrated year 
after year over a long 
period prior to the depres- 
sion would justify broad 
appreciation in this stock 
from present quotations 
around $53 per share. 

Record earnings of 
$22.69 a share were 
shown in 1929. While 

illustrates what 
Atchison can do under 
favorable circumstances, 
tis more to the point to 
sy that nothing like boom prosperity is necessary for this 
toad to earn satisfactory profits and to pay satisfactory 
dividends, For example, in the ten years 1922-1931 Atchi- 
Son earnings averaged $16.33 per share annually. Indeed, 
to go still further back, Atchison paid a dividend of $6 
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every year from 1910 to 1925, after which the rate was 
increased first to $7 and, two years later, to $10. During 
1932 dividends were first reduced and then suspended. 

In contrast with the record of the preceding twenty 
years, over which generous dividends on the common stock 
were more than earned, Atchison earned only 55 cents a 
share in 1932. For 1933 it has covered charges, earned 
part of the dividend payable on the preferred stock up to 
$5 a share, but has earned nothing on the common stock. 
Obviously, the road is a long way from what over two 
decades was considered its normal earning power. Aside 
from the general effect of depression, there are no special 
influences adequate to explain the tremendous change in 
the position of this road. Serving the West and Southwest— 
its main line extending from Chicago to Los Angeles—its 
territory embraces a region normally prosperous and one 
in which, notably in California, population growth and 
industrial development over the last twenty years have 
been considerable. 

Between 1917 and 1932 Atchison put $262,000,000 of 
surplus earnings into improvement of its properties. In 
the years prior to 1917 more than $100,000,000 of surplus 
earnings had been similarly invested. Also, more than 
$150,000,000 has been set aside in an equipment deprecia- 
tion fund. The book value of the common stock is $267 
a share. 

Road and equipment, after depreciation, are carried at 
$997,327,000. Earnings of 6 per cent on this investment 
would cover interest, averaging 4.13 per cent, on all bonds, 
pay the $5 dividend on the preferred stock and leave $17 
a share for the common stock. Atchison stock has a long 
way to go, but should head back toward par if 1934 pro- 
duces the further economic improvement that is expected 
of it. 


Public The common stock of the Public Service 
Service Corp. of New Jersey is selling around 33, 
or about 10 times the depression earnings 
per share in 1932, and yields approximately 8.4 per cent 
on its $2.80 dividend. This price and so high a yield 
would have been called absurd if anyone had forecast it 
two or three years ago. Earnings have stood up through 
the depression much better than those of most public utili- 
ties. In 1932 net per share of common was $3.35, against 
$3.85 in 1931, $4.01 in 1930 and $4.13 in 1929, but was 
higher than that of 1928 or any previous year. The re- 
port for 1933 will show lower earnings, partly due to in- 
creased taxation, but probably earnings sufficient to cover 
the dividend. Surplus after charges for the twelve months 
ended October, 1933, was $26,811,271, against $29,563,860 
in 1932, $31,545,042 in 1931 and $29,967,234 in 1930. 
The record, in short, is 
one of enviable stability. 
If the dividend were re- 
duced to $2 the yield 
would still exceed 6 per 
cent. In the strictly eco- 
nomic factors which con- 
front the company and in 
the conditions over which 
its management has con- 
trol there is nothing to 
explain the low appraisal 
which is given to its stock 
in the open market. The 
explanation is to be found 
(Please turn to 
page 316) 
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The British Exchange Equalization 


Account—What It Is—How 
It Works 


A. Monetary Experiment That Is 


of Increasing Interest to America 


By Roy V. Harper 








UR British friends have 9 —— 
e a device for regulating 
the foreign exchange 
price of the pound sterling 
which they call The Exchange 
Equalization Account. It is 
sometimes described as a fund 
which is used to keep the 
pound cheap, but that descrip- 
tion is indignantly denied by 
British economists. However, 
it is of curious interest that so 
long as the pound was fall- 
ing, after the suspension of 
gold payment in September, 
1931, nothing was done to 
check its descent. 
It was not until 1932, when 
the pound began to ascend 


under consideration. 


So long as the United States remains off the 
gold standard there will be a need for some 
control of the foreign valuation of the dollar. 
At present the R. F. C. is endeavoring to 
depreciate the dollar by buying gold at prices 
generally above the world quotations. A more 
comprehensive plan of regulating exchange is 
The British Exchange 
Equalization Account has been operating for 
18 months, and its processes and experience ob- 
viously have a timely informational, as well as 
a curious, interest for Americans. 


may accrue therefrom. As the 
Bank is compelled to carry its 
gold on its books at sterling 
par it loses every time it pur- 
chases gold above sterling par, 
and gains whenever it buys be- 
low par. On the other hand, 
the Fund incurs a loss when- 
ever it sells to the Bank of 
England gold which it has 
purchased above par. 

When the managers of the 
Account wish to strengthen 
the pound or oppose its fall 
they can buy gold back from 
the Bank of England and ex: 
port it. Or they may depress 
a foreign currency by parting 
with their holdings of it. 





rapidly, that measures were —— 

taken to steady it. Foreign ex- 

change was then pouring into the London market at such 
a rate that it was evident that the rise of the pound could 
only be checked by extraordinary measures. The Bank of 
England then began to absorb the surplus offerings of for- 
eign exchange, but it soon found that it had tackled a job 
that was of a highly speculative nature, with possibilities 
of large losses. Not being an eleemosynary institution it 
turned the task over to the government. 

An. act of Parliament created the Exchange Equalization 
Account on July 1, 1932. There was placed in it a fund 
of 150,000,000 pounds, plus 25 millions remaining in the 
old Dollar Exchange Reserve. In May, 1933, 200 billions 
more were placed to its credit. The operators of the Ac- 
count were authorized to carry its assets in gold, sterling 
or foreign exchange as they pleased. It has always been 
managed with the greatest secrecy but some line on its 
cperations can be obtained by watching the gold reserves 
of the Bank of =ngland. When the Exchange Account 
exchanges francs, for example, for gold, it resells the gold 
to the Bank of England. Presumably when it becomes 
necessary to strengthen sterling some time in the future it 
will rebuy the gold from the Bank. 

The Fund takes any profits the Bank may derive from its 
gold dealings and idemnifies the Bank against losses that 
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nn However, the Account stead- 

ily divests itself of foreign ex’ 

change holdings in return for gold. It has thus escaped 

the embarassing position of a government owning foreign 

currency in large amounts, which might leave it open to 
the imputation of using it for political purposes. 

The Equalization Fund has operated chiefly in francs 
and dollars. In general it now buys francs and uses them 
to withdraw gold from the Bank of France, an operation 
which tends to weaken the pound against the franc. When 
it desires to cheapen the pound as compared with the 
dollar, it merely sells paper pounds realized from the sale 
of Treasury bills. It has been hinted that the recent opera’ 
tions of the Equalization Fund would suggest that it was 
aiming at driving France off the gold standard, but it 1s 
more probable that the object has been to kill two birds 
with one stone by simultaneously adding to the British gold 
supply from the French surplus and keeping the pound 
down in relation to the franc. The fact that the operations 
of the R.F.C. gold purchasing fund have lately had virtually 
no effect on the dollar gives rise to the theory that the 
Exchange Equalization Fund is being used indirectly to 
appreciate dollars as the R.F.C. strives to depreciate them. 
This is denied by the British, who assert that the Fund is 
not used to oppose major movements in international ex 
change, but only to straighten out the minor fluctuations 
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which make the general trends momentarily irregular. 
Leaving the Dollar Alone 


While it might be giving our British cousins credit for 
too much altruism to say that they are above sparring gently 
with the U. S. on a point of the pound versus the dollar, 
it is rather likely that there are now such powerful “nat- 
ural” forces tending to lift the dollar, that the R.F.C.’s 
feeble efforts to depress it have been quite overwhelmed. 
Moreover, the dollar is so obviously undervalued in terms 
of pounds that the British could view with equanimity a 
considerable rally of that monetary unit. Then, again, the 
British are of no mind to engage in a perilous contest of 
depreciation in which the purpose would be to see which 
country could go to the greatest extremes in depreciating 
its own currency. In fact, the British assert that the Equal- 
ization Fund has never been used to establish a general 
trend of the pound downward in terms of any currency. 
However, that may be, it is known that when we finally 
suspended gold payment and embargoed the export of gold 
the Fund, realizing that it was faced by something beyond 
its power, left the dollar severely alone as it plunged down- 
ward or the pound went up. 

The operations of the Equalization Fund are so care- 
fully concealed—probably no more than six persons are 
simultaneously aware of its transactions—that there is no 
public knowledge, even of the state of its balance sheet. 
It may have suffered great 


deposit. The Account then buys the foreign exchange from 
the London bank, and to put itself in funds to pay for the 
exchange probably sells Treasurv bills to the Bank of Eng- 
land, who act as its bankers. The exchange is paid for by 
a check on the Bank of England in favor of the vendor 
bank.” 


Shooting at Exchange—Bagging Gold 


Incidental to the regulation of exchange quotations the 
Fund has had the effect of adding to the gold holdings of 
the Bank of England. From time to time the Fund disposes 
of its foreign exchange for gold which it transfers to the 
Bank of England and recovers its sterling assets. As the 
Bank of England can deal directly in gold only at sterling 
par a way has thus been found for it to build up its 
reserves of gold. 

At present the Fund is believed to be rather inactive 
It has stopped raiding the Bank of France’s gold pile, and, 
seeing that the American Government has not been success- 
ful in its attempt to keep the dollar in the lowest depths, 
the Fund is apparently letting the dollar drift. It wants 
no battle of currencies with President Roosevelt, who is 
said to be pondering a scheme to drop the R.F.C. gold 
transactions and turn them over to an agency very like 
the British Exchange Equalization Account, coincidental, 
perhaps, with the establishment of a free gold market in 
New York. Professor Warren is said to have complained 
that so far his idea that 
prices can be raised by 





losses or made profits for 
all Parliament or the pub- 
lic knows. 

While British apologists 
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cheapening gold has not 
been given a fair trial, be- 
cause the apparatus has 
not not been freely con- 





for the Fund maintain 600 
that it never does such an 
unsporting thing as to 
press the sacred pound be- 


nected with the world’s 
pool of gold and has been 
operated with too little 





low its equitable exchange 
point—if anybody ever 
knows what that is—they 
concede that the tempta- 


pressure. 

Of course, a_ public 
fund of the magnitude of 
that of the Equalization 





tion is naturally great to 
give England the best of 
Sj deal. Once in a while, N TERMS © 
0 be sure, the pound 4.50 DOLLARS 
might be given a hard slap 
by its parents, but only 
for the purpose of fooling 


DOLLARS 








be of 124.21 Account cannot function 
at without having other than 
exchange effects. It in- 


114.60 creases the Government's 





floating debt by the 
amount of the Treasury 
bills it pays out for gold 





the international currency f : 


their dark dens in Paris 


and foreign exchange. 
This is a measure of cur- 
rency inflation, but may 
be offset by a reduction of 





and Amsterdam 





But never, never for the 
purpose of helping old 
England to profit by the 
pains of her child. No 
Wall Street pool operator 
Was ever more agile at get- 
tng in and out of the 2.50 


speculators, who have 
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N TERMS OF 
FRANCS 





the Bank of England’s f 
duciary issues. 

Judged by the course of 
the pound in relation to 
the franc, which being on 
the gold standard is the 
measuring stick for other 
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markets and emitting 
smoke screens of deceptive 
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currencies, the Equaliza- 
tion Fund appears to have 








buying and selling than 
the operators of this Fund. 

For details of the process by which the Equalization 
a operates we are indebted to The Economist of Lon- 
= If sterling exchange is rising, funds must have been 
transferred to some London bank from abroad so as to 
fause “the appreciation of sterling which it is desired to 
hm Thus the London bank has by hypothesis acquired 
reign exchange and has credited its customer's sterling 
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succeeded in steadying 
the pound. It had to 
throw up its hands in October, 1932, and let sterling go to 
the dogs, and again from April to July, 1933, it was com- 
pelled to let the dollar sink in reference to the pound (con- 
trary to British export interests) comparably as it did to the 
franc. Once more it went to cover as to the dollar when in 
October the U. S. began deliberately to hammer the dollar 
(Please turn to page 315) 








Planners’ Dilemma 


The Hydra of ancient legend had nine heads and no 
sooner was one cut off than two grew in its place. Verily, 


a troublesome crea- 

ture to deal with. 

No more baffling, 

however, than the 

subjugation of the 

squirming, twisting 

forces of economic 

distortion which our 

planners at Wash- 

ington are boldly 

attacking. The 

trouble is that al- 

most no cog in the 

economic machine is 

unrelated to others. 

Adjust one part of 

this most compli- 

cated of mechanisms 

and you have to 

adjust several others. 

Take the case of 

corn, hogs and cattle. Washington has done things for 
corn. Thanks to government loans it is now pegged at 
45 cents a bushel. The farmers who raise corn for sale 
are well pleased with this accomplishment. But the far- 
mers who buy corn—and there are many—to feed to $3.50 
hogs and $4 to $5 cattle are howling in anguish. There 
is no way to balance the books on corn-fed hogs and cattle 
marketed at such prices when the corn has to be bought. 
Some farmers are interested chiefly in corn. Some in hogs; 
some in cattle; some in hogs and cattle together; some in 
corn and hogs; some in corn, hogs and cattle together. 
The combinations of individual interest are as varied as 
the present activities of our government. Government help 
for corn demands government help for hogs and cattle. 
But how can the dairyman buy pork for his family if milk 
does not also go up? And what of onions, potatoes, spin- 
ach, rhubarb and beans if the producers thereof have to 
pay more for pork, beef and milk? Possibly a professor 
will hit upon a happy solution some day. Why not an 
entirely new Federal agency, with $10,000,000,000 of capi- 
tal, under the name C R A—Consumers’ Rescue Admin- 
istration? 


ok Xk 


Payrolls Up, Profits Down 


In 1929, when average operations approximated 80 per 
cent of capacity, the iron and steel industries employed 
420,000 men. In October of this year, when operations 
averaged less than 38 per cent of capacity, 416,277 men 
were employed. Thus, in depression the steel industry 
under N R A employs virtually as many workers as it 
did at the peak of prosperity. Its October production de- 
clined 9 per cent from September, but employment de- 
clined only one-quarter of 1 per cent from 417,020 in 
September while payrolls increased nearly $800,000 to a 
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total of $37,977,385. Employment in iron and steel las 
June was only 338,146 workers and at the bottom of steel 
activity in 1932 was only 210,000. According to the Ameri- 
can Iron and Steel Institute, an expansion of steel opera. 
tions to 70 per cent of capacity under the N R A code 
would require employment of approximately 125,000 more 
men. Many of these would have to be skilled and experi 
enced workers, the present supply of which would be 
exhausted long before the demand could be filled. Upon 
this possibility the nation as a whole will waste little worry. 
The revolution in steel employment is unquestionably a 
social gain. In the long run, however, it must pay for 
itself out of profits and profits under present conditions 
have gone where the extinct dodo resides. Steel security 
owners can rejoice in the social gain and pray for a busi: 
ness recovery sufficient to make this magnificent bet col- 
iectable. 
* * 


Now Come the Engineers 


The economists and professors have given us their opin- 
ions, without clarifying much. Now come the engineers 
with facts and figures which show us much about the 
economic whirligig and how it works. Engineers L. P. 
Alford and Joshua E. Hannum have reported to the New 
York Chapter of the Society of Industrial Engineers the 
results of a seven-year fact-finding study of productive 
work, based on data of twelve billion man-hours in every 
major industry. They found that high wages go hand in 
hand with high productivity and vice versa; and that the 
short work week is more productive than the long work 
week. For example: In 1931, 35 hours of work per week 
produced as much product as 51 hours produced in 1923. 
The lower limit of the most efficient work week found to 
be between 30 and 35 hours per week. In a special study 
of four major industries—machine tools, lumber, pig iron 
and petroleum products—the work week was found to be 
too long for maximum effectiveness. In general, small 
manufacturing plants were found more productive rela’ 
tively than large plants, a finding apparently confirmed by 
a decentralizing trend in Big Business now apparent. It 
was found that productivity is independent of the expan: 
sion or contraction of the business cycle, the rate of pro 
ductive efficiency constantly increasing in well-manag 
plants, due to increasing skill and dexterity of the workers. 
In such plants productive effectiveness increased from 6 
to 8 per cent a year. The study also covered 125 farm 
products. While industry needs to be decentralized, farm: 
ers operate on too small a scale and their real trouble is 
high production cost. Analyzed by the man-hour method, 
say these engineers, the disparity between farm prices an 
industrial prices is not as great as it seems. Thus 1,000 
man-hours work in wool sold (up to 1931) for $91), while 
1,000 man-hours work on shoes sold for $1,120; cotton, 
$930; coal, $1,140 to $1,400; cotton textile, $1,320; milk, 
$760 to $2,060; lumber, $1,489; wheat, $900 to $5,050; 
and furniture, $1,600. These large variations in man-hour 
values in the case of a single product-—wheat, for example 
—reflect variations in cost between the least efficient an 
most efficient farming operations. On the other han 
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various manufactured products command much higher 
man-hour prices. Automobiles were found to sell for 
$6,410 per 1,000 man-hours; tires for $9,900: and gasoline 
for $12,283. In short, it would be a cinch to produce 
forthwith far more than was produced even in 1929—if 
sme one, whether engineer, economist or professor emeri- 
tus in the history of gold and prices, would only work out 
sme way to distribute to us all of the things that all of 
us want. The 30-hour week and a higher standard of liv- 
ing are feasible from the engineer's point of view. How 
long will it take us to make them feasible under the 
orderly reformation of the capitalistic system which was 
inaugurated last March? 


a * 


Neglected Stock Certificates 


Among their acquaintances everyone has one or more 
individuals who, having bought a stock, refuse to part with 
it, regardless of high price, low price, good business or poor 
business. Some carry this mania to even greater extremes. 
Come hell or high water, they hang on to the original 
certificates, ignoring mergers, split-ups and everything else. 
Within the past few days, this magazine has corresponded 
with a gentleman who owned 500 shares of the original 
United Drug Co., since split, then merged with Drug, Inc., 
and now back on its own feet again; another correspondent 
who had some of the old Texas & Pacific Land Trust 
shares, now split 100-for-one, but fortunately still listed 
on the New York Stock Exchange; and with many others 
who had not turned their Prairie stock into the Consoli- 
dated Oil merger. Also, we read the other day, of a gentle- 
man, sent out by his wife to liquidate the mortgage on their 
house, who encountered a suave individual outside a saloon 
(it was the pre-prohibition era). Over a drink or two, 
the mortgage money was exchanged for stock in some 
new-fangled telephone company—a business whose future 
then was of the utmost obscurity. Many years later an 
old couple in straightened circumstances came upon the 
old certificates. A check-up revealed that their holdings in 
the original New York Telephone Co. entitled them 
to half the outstanding stock of the American Telephone 
© Telegraph Co.—well, perhaps not quite this much, but 
in any event to a very substantial block of stock. We are 
hot quite sure of the moral in this story, unless it points 
to the folly of buying securities and then forgetting about 
them, at least forgetting about them for too long a period. 


* * ae 


++. From Cabbages to Kings 


_ Extraordinary efforts are being made these days to elim- 
inate some of the curse from overhead when business vol- 
ume happens to be small. The theory seems to be that 
even though one has spent a life-time building up a profit- 
able coffee-roasting business this is no valid excuse for per- 
mitting one’s plant to lie idle when the demand for coffee- 
toasting falls off. On the contrary, how much better it is 
'o take up painting the black spots on children’s rocking- 
horses, for example. Specific instances of this curious de- 
velopment are not difficult to find. Western Electric, 
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American Telephone’s giant manufacturing subsidiary is 
in the furniture business—wood, brass, iron, all kinds. 
Peerless Motor Car decided not long ago that its old field 
was a little over-crowded and that beer offered greater 
possibilities for its talents. Mergenthaler Linotype has de- 
veloped a new photographic process for etching designs on 
a copper cylinder for use in the textile trade, a leak and 
rust-proof high-pressure pipe union, and goes in for mar- 
keting a patented fire-extinguisher. It also has a machine 
for cementing soles to shoes, which undoubtedly is the 
basis for the rumor that it was manufacturing leather 
goods. Intertype Corp. moved from typesetting machinery 
to a machine for manufacturing waxed paper containers 
and Firestone Tire & Rubber has a subsidiary which makes 
double-walled steel beer barrels. Finally, John David, long- 
established chain of men’s clothing stores, has begun to 
retail liquor. Who knows where all this is going to end? 
It might be noted, however, that those who were unfor- 
tunate enough to engage in meat-packing are allowed no 
leeway. Others may enter the meat-packing field, but they 
must stay right where they are because of the Consent 
Decree. 


3 


A Congress of Business 


Under the Bourbon regime, before the Revolution, the 
kings of France had an established custom of consulting 
a council of the chamber of commerce of the land in all 
matters of legislation and national policy affecting com- 
merce, both internal and external. At’ the time of the 
Revolution there was some consideration of the idea of 
incorporating this council as a constitutional part of the 
government of the Republic. This was not done, but the 

business community 
of France has been 
even more potent, 
through its cham- 
bers of commerce 
than it was before 
the Revolution. The 
coming conference 
of all the “authori- 
ties” which admin- 
ister the “codes” of 
the National Indus- 
trial Recovery Act, 
under its official 
central organization, 
raises the thought 
that we in the 
United States may 
soon have something 
like a third house 
of Congress, which 
shall at least authoritatively advise the constitutional 
chambers regarding the business incidence of proposed 
legislation. A considerable proportion of the acts of Con- 
gress affect business, both directly and indirectly, but it is 
without a direct voice, Congress being wholely political 
(Please turn to page 320) 
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Government Action May Foster Huge 
Combine 


Possibilities of Far-Reaching Changes in the 


Telephone, Telegraph and Radio Field, Im- 


portant { 


NYTHING which 

affects, or of which 

there is the remotest 
likelihood of its affecting, 
some 1,500,000 security own 
ers, perhaps 500,000 em- 
ployes, and physical assets 
well over the $5,000,000,000 
mark, is important, anywhere, 
at any time. 

The possibility of all these 
people and all these assets be- 
ing affected, however, is no 
pipe-dream. Anyone owning 
stocks or bonds of the Western 
Union Co., International Tele- 
phone & Telegraph Corp., 
Radio Corp., and American 
Telephone & Telegraph Co., 
or anyone owning stocks or 
bonds of their subsidiaries, 
and anyone employed by them 
or their subsidiaries, should 
feel a lively interest in a re- 
cent report sent to the Presi- 
dent. This report was the 
outcome of an investigation in- 
to the American communica- 
tion field. It may lead to 
giant mergers, consolidations, 
and far-reaching decentraliza- 
tion changes. 

Starting from the point that 
a national policy in regard to com- 
munications was desirable, that there 
was much duplication of facilities at 
home, and that in their foreign rela- 
tionships American companies were at 
a disadvantage, the special interdepart- 
mental committee submitted a prac- 
tically unanimous series of recom- 
mendations. The report, however, did 
not go into detail as to how the recom- 
mended policies were to be achieved 
and on this poiat one can only con- 
jecture. 

One of the first steps, it seems, wou!d 
be the formation of a Federal Com- 
munications Commission, correspond- 
ing in its field to what the Interstate 
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By Puitur Dosss 


Couriesy N. Y. Telephone Co. 


View of Modern Switchboard 


Commerce Commission is to railroads. 
The new commission would have full 
jurisdiction over all domestic interstate 
communication business and over all 
the operations of American companies 
abroad. In a word, it is proposed to 
continue to permit private ownership 
of communications, but under strict 
governmental control. 

Before the desired elimination of 
duplication in facilities can be attained, 
it will be necessary to surmount ob- 
stacles in the anti-trust laws and the 
White Act. The monopoly which is 
essential to the attainment of the ob- 
jectives is prohibited in general by the 
anti-trust laws. Moreover, there is 


the Securities of Many Companies 


no mistaking the specific mean: 
ing of the White Act. By it 
no person, firm, company, or 
corporation engaged in the 
radio communication business 
shall obtain any stock, or any 
interest in the physical assets, 
of any wire, cable, telegraph 
or telephone system—or vice 
versa—if the purpose is to 
lessen competition or restrain 
trade. 

Repeal of the White Act, 
and some kind of _ special 
liberalizing legislation in re 
gard to the anti-trust taxes 
appear scheduled. This should 
nitiate a number of important 
communication changes. For 
example, a long step toward a 
merger between Western 
Union Telegraph Co. and the 
Postal Telegraph & Cable Co. 
will have been taken. Such 
a merger, at least so far as 
it affects the land lines of 
these two companies appears 
quite logical. : 

Western Union, of course, 
is considerably the larger of 
the two companies. At the 
end of last year, plant, equip’ 
ment and real estate was cat’ 

ried at a gross of $334,000,000, while 
the similar item for Postal Telegraph 
was $108,000,000. In addition to 
which both companies had some $12, 
000,000 in miscellaneous investments 
and securities. In the United States, 
Western Union maintains about 23,000 
offices, compared with some 2,300 for 
Postal Telegraph but, while the larger 
company is estimated to obtain 80% 
of the available business, it is said to 


_ have a greater proportion of small, un 


profitable offices. 

Both Western Union and Postal 
have been hard hit by the depression 
and it is not unlikely, had they been 
free of the ill effects of competition, 
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that considerably less damage would 
have resulted. Future events might 
well take the following course: The 
two companies will divorce themselves 
of their cable business, then merge and 
diminate duplicated facilities. At the 
ame time, their present arrangements 
with the telephone companies for the 
ending and receiving of telegrams 
would be continued and there would 
gem no reason why a similar arrange- 
ment in regard to foreign messages 
could not be made. Méiscellaneous ser- 
vies in which the companies engage 
such as printer-telegraph, tickers, mes- 
snger and domestic money-order could, 
it would seem, be very well continued 
by the consolidation. 

Having brought about a monopoly 
in the domestic telegraph field, the 
Government would hardly fail to ex- 
etcise the strictest control. If addi- 
tional legislation were necessary to at- 
tain this end, it undoubtedly would be 
provided in the forthcoming session. 
The stockholder, of course, will sce 
both good and bad in the outlook. He 
wil see the great possibility of 
economies in operation and overhead, 
and the disappearance of much com- 
petition. At the same time, he will 
se the heavy hand of government 
regulation and the adverse potentia!i- 
ties in drastically lowered rates for the 
service. 

The destiny of the cable services of 
Western Union and Postal perhaps lie 
ina new company, unformed 
a yet. To this new company 
it would be logical to add All 
America Cables and Mackay 
Radio & Telegraph Co., sub- 
sidaries of Internationat Tele- 
phone & Telegraph, and R. 
C. A. Communications, sub- 
sidiary of Radio Corp. 

Whether the new company 
would remain under the con- 
trol of the companies of which 
it would be formed, or wheth- 
er its stock would be dis- 
tributed to the stockholders, 
cannot, of course, be known. 
Indeed, it should be clearly 
understood that the whole 
matter is quite hypothetical. 
It is most unlikely that the 
Government will force any 
consolidation. About the most 
that can be expected is that 
the Government will enact 
kgislation that will permit 
wch a step. The possibilities, 
Owever, are interesting. There 
would be all the advantages 
of co-ordination. Radio would 
complement the cable. The 
atter would still be used, as 
now, for its certainty and 
accuracy. But where cable 
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facilities are lacking, or where mes- 
sages between adjoining countries 
have to be routed around the world, 
or in the event of disruption of cable 
facilities, radio would come into its 
own. Ina word, such a consolidation 
could make the best, under any set of 
conditions, or all means of communica- 
tion—something to their adv 
and also to the advantage of the public. 


¥ 
rage 


National Defense 


There is, moreover, yet another ex- 
tremely important consideration im 
favor of American communication in- 
terests presenting a united front to the 
world. For years Great Britain held a 
monopoly in the world communication 
field. Even prior to the World War 
she planned to bolster her cable system 
with a world-wide radio hookup. Al- 
though we have made great and ag- 
gressive strides in breaking up this 
monopoly—which, of course, is to the 
betterment of the national defense—it 
is quite obvious that we are now 
hampered by our attitude towards 
trusts and monopolies. We have been 
educated to such a fear of these things 
that we even insist upon putting® our- 
selves in an inferior position to foreign 
countries! Even now there are mem- 


bers of Congress who will oppos¢ the 
legislation so clearly needed. 


Returning now to the original 
t 


course, there are still pieces to be fitted 








Courtesy I. T..& T. 


Rocky Point, L. I., Radio Transmitting St 


into the communication picture. If 

the radio/cable merger such as_ has 

been outlined were actually carried 

out, what is to happen to the other 

divisions of Radio Corp. and Interna- 

tional Telephone & Telegraph? There 

is a good position for the former as 

an amusement company. The National 

Broadcasting Co. would continue as 

now. Over a period of time, Radio's 

large investment in the Radio-Keith- 

Orpheum Corp. might be made to pay 

dividends. The majority of the manu- 

facturing and sales activities of two 

other subsidiaries, R.C.A. Victor and 

R.C.A. Radiotron, would probably be 

continued under their present control. 

Also, there would seem little reason to 

disturb the control of Radiomarine 

Corp. of America which offers radio 

apparatus to steamship companies 

either on a rental or a purchase basis. 

Radio’s present experiments in televi- 

sion transmission and reception might 

well be continued on the theory that 

when perfected they would probably 

be employed more as an amusement 
than for strictly utilitarian purposes. 

The International Telephone & Tele- 

graph Corp. would be left, of course, 

with the operation of communications 

abroad—and if the recent trouble ex- 

perienced in Spain is any criterion it 

will have plenty to do. The company 

in addition would have extensive 

anufacturing facilities and profitable 

new developments from this section of 

business can confidently be 

-ved for the future. But 

what would become of this 

company’s radio and telegraph 

facilities? This question might 

he settled by considering each 

case on its merits. If any par- 

ticular radio or telegraph sys- 

tem does not connect this 

with another, then it 

ain as it is. On the 

|, if it does make 

with this country 

be better included 

in the radio/cable 

n. Then there are 

s. where communica- 

le between two for- 

tries. It might be 

for example, that be- 

Brazil and the Argen- 

things should be left as 

‘are, but that between the 

Argentine and Europe com- 

ication also should be 

lled by the radio/cable 

inally, something must be 

of the American Tele- 

@ Telegraph Co. 

W here does this fit in the com- 

munication picture?. It was 
(Please turn to page 316) 
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What’s Ahead for the Steel 
Stocks 


Effect of N R A Codes on the Industry—Com- 
panies Which Should Show Quickest Recovery 


By ARUNDEL COTTER 


HEN, in mid-November, the 
W steel industry of the United 

States expressed its desire to have 
the steel code continued in force until 
May 31, next, business as a whole was 
somewhat astonished and official Wash- 
ington, there can be little doubt, was grati- 
fied. Steel was one of the first industries 
to be placed under the regulation of the 
N R A and, unquestionably, there were 
certain features of the code which must 
have been unpalatable to the leaders of the 
great steel companies, as well as of the 
smaller ones. What, then were the reasons 
inducing the steel interests to request that 
the regulatory plan be further tested, and 
without any immediate change? 

In the absence of any given reasons one 
can only conjecture. But to one familiar 
with the industry these influences are fairly 
obvious. 

The fact seems to be that the steel execu- 
tives realized they had gained from the 
operation of the code, so far as it has been 
tried out, as much as, possibly more than, 
they had sacrificed. And they are big enough to be aware 
that they cannot expect concessions from the Government 
without making concessions themselves. Moreover some 
sort of governmental regulation of business appears to be 
here to stay and more is to be achieved by an honest effort 
to work out a practicable plan than by opposition and 
constant efforts to gain better terms. 

Higher wages and greater distribution of work has cost 
the steel industry, under the code, many millions of dollars. 
In the first three months of the operation of the code the 
extra cost in wages averaged $6,500,000 a month, or at 
the annual rate of $78,000,000, a sum that, to an industry 
steadily losing money appears staggering. Against this 
must be set the fact that prices of steel products were 
stabilized by the code, and the resultant higher average 
of prices received, it may safely be said, was approxi- 
mately sufficient to offset the increase in wages. 

The average price of steel increased, according to The 
Iron Age, from 1.979 cents to 2.015 cents a pound in the 
period from August 15 to November 14. This gain seems 
immaterial. But when it is remembered that the lower 
price was to some extent a nominal one and was readily 
undercut to secure tonnage, and that large buyers ex- 
pected and received as a regular thing concessions which 
were as a rule about $2 a ton, or 0.1 cents a pound the 
actual increase in prices received is materially larger. 
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Furthermore there has been a substantial 
pick up in buying recently under the New 
Deal. All of this cannot be attributed to 
the code. It is due in part to other causes, 
among them the devaluation of the dollar 
which is already resulting in an increase 
in exports and a decline in imports. But 
part is so attributable. 

Another benefit from the code is the 
fact that booked orders are now firm orders. 
Speculative buying, long a curse of the 
industry, has been eliminated. 

Possibly another benefit is the effect the 
present situation has had in spurring sales 
forces to greater effort. It has long been 
said that the three factors in making a 
competitive sale are: (1) price; (2) qual 
ity; (3) service. Although one experienced 
salesman said that the three factors really 
were: (1) price; (2) price; (3) price. Or 
at least in steel selling. With one price 
for all, the steel selling and producing or 
ganizations must depend on quality, ser’ 
vice and hard work. And this is a good 
thing not only for the individual company 

but for the public. 

Strange to say the feature of the code which now prom 
ises to give most trouble is the very question of price. It is 
fairly generally known that, under the code as now drawn, 
all buyers of steel and its products must pay the fixed 
price, plus freight from the nearest basing point to point 
of delivery. At first glance this rule appears entirely com 
mendable as wiping out one advantage which the big buyer 
of steel for any purpose, let us say for the manufacture of 
tin cans, enjoyed over his smaller competitor. But many 
plants have been built in certain localities largely because 
they had this advantage, or because they could enjoy 4 
cheap water haul and the change in the situation may prove 
a serious blow to them. 

The greatest difficulty in regard to this particular fea 
ture of the code, however, is that it strengthens the post 
tion of the larger and more integrated steel companies at 
the expenses of those smaller and less integrated. Many 
of the smaller producers of certain finished steel products 
do not smelt iron or make their own steel. They buy steel, 
often on the form of billets or bars, from the larger com 
panies and are enabled to compete with them and others 
because of location and the cut prices they got on their 
raw material. Whether they will long be able to continue 
to compete under the new conditions is a serious question. 
One imagines that it is far from the desire of the Admin: 
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istration at Washington to handicap the smaller producer 
and to increase the power of the larger. 

During the next few months, and especially if busi- 
ness picks up further in the spring as hoped, the problem 
of the commercial section of the code is likely to become 
more or less acute. It should be possible to iron it out 
however, without too much dissatisfaction to all concerned. 

The one aspect of the code which probably interests the 
public most is that relating to labor representation. Despite 
a disagreement between the labor board and one steel plant 
where special conditions exist this section appears to be 


working out fairly amicably to all concerned, for the time 


being at least. 

All of the foregoing indicates that, while doubtless steel 
like any other industry, would prefer under normal con- 
ditions to go along unmolested by the Government and to 
keep its own house in order, the National Recovery Ad- 
ministration is by no means crippling the steel industry 
and in certain respects is decidedly benefiting it. Whether 
or not the industry can show materially increased profits 
in the reasonably near future, the matter that interests the 
— therefore depends on other and more general 
actors. 


Type of Sales Importait 


When Andrew Carnegie a great many years ago said 
that steel was always either a prince or a pauper the rea- 
son was not far to seek. Steel is a capital goods industry, 
perhaps to a greater extent than any other. Its products 
in the main do not go into the hands of the consuming 
public. It is neither eaten nor worn directly. Much of it 
goes into buildings, machinery, etc. Consequently when the 
country is progressing, expanding, the demand for steel 
for building, for machinery to make needed goods, for 
railroad equipment to transport these goods, is enormous. 
When expansion and growth stops the demand for steel, 
or for these kinds of steel, do not taper off; they practically 
stop too. It is noticeable that in times of depression the 
consumption of such steel lines as go more or less directly 
into public consumption, such as tin plate for making food 
containers, is usually relatively stable. 

One of the causes to which our recent deplorable eco- 
monic state has been attributed, and the writer thinks with 
some justification, is the stimulation that occurred in capi: 
tal goods in the years 1923 to 1929. When the United 
States resumes growing there will again be a demand for 
capital goods of all kinds and the steel industry will come 
into its own again. But from present indications it would 
seem that a considerable time will elapse before there oc- 
curs any marked 


profits in consumptive than in capital goods stocks. 

Of course, all the important steel producers make and sell 
some consumptive as well as capital goods and consequently 
they should all benefit to a certain extent in general busi- 
ness improvement. But some should benefit more than 
others in more or less direct ratio to the proportion of con- 
sumptive goods they produce. For this reason the pros- 
pective stock buyer, who is interested in those components 
of the steel industry which will show the quickest recov- 
ery, will do well to consider the companies that contribute 
for the larger proportion of their output to the consuming 
industries such as automobiles, containers, wire products, 
and the like. 

From this standpoint two stocks suggest themselves. 

National Steel, which as pointed out elsewhere in 
this issue, has stood out through the past three years for 
its ability to show earnings on its common stock and to 
continue dividends thereon. This was due to two factors— 
one the favorable location of its large plant at Detroit, 
the hub of the automotive industry; the other that a very 
large percentage of its product consists of goods going 
almost direct to the public—tin plate and automotive steel. 
If, as seems possible, the advantage of the Detroit location 
has been reduced to some extent under the code it is still 
substantial. Completely integrated and with plants so 
located that low costs should be attained, National Steel 
is likely to share materially in a general revival of 
business. 

McKeesport Tin Plate is another steel company whose 
main product goes with reasonable directness into public 
consumption. It has the disadvantage of not being com- 
pletely integrated, buying its semi-finished steel. How 
companies so situated are affected under the steel code has 
already been explained. Against this it has more or less 
of an offset in controlling one of its important consumers. 


Alloy Steels 


Another class of steel stocks which seems to have an 
encouraging outloook is that comprising the alloyed steel 
companies. These, however, should only be considered 
from the long pull standpoint. There is a growing tendency 
towards the use of lighter, stronger steels,—steels alloyed 
with chromium, tungsten, molybdenum, nickel, vanadium, 
etc. And this trend is likely to increase rather than dimin- 
ish. Railroads are already experimenting with equipment 
made from light steels and aluminum, and this field alone 
may in the future provide an excellent market for the 
alloys. But from present indications, it will be some 
years before the demand reaches any great tonnage. 

To sum _ up: 
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Capacity * 
Company 
United States Steel........... 26,778,000 
Bethlehem Steel.............. 9,480,000 
Republic Steel................ 4,806,000 
Jones & Laughlin 3,420,000 
Youngstown Sheet & Tube..... 3,240,000 
Inland Steel.................. 2,000,000 
American Rolling Mills........ 1,876,705 
National Steel 
Wheeling Steel 


* At the end of 19830. Figures from “Steel.” 
mon stock, and minority interest. 





Leading Steel Companies Compared 


Earnings Per Share 


Gross Tons Capitalizationt 1930 
1,326,026,055 9.12 
452,382,045 5.26 
206,190,694 d3.85b d6.43 
125,115,900 8.65 
180,557,844 5.17 
76,400,000 5.42 1.05 
85,924,088 0.03 
94,720,800 
84,868,800 0.09 


(a) 9 mos. to Sept. 30. 


Assuming that the 
present promise of 
business recovery is 
fulfilled the heavy 
steel industry is 
likely to share less 
in the early part of 
this recovery 
period than the 
“consumption” in- 
dustries; and 
speculation in the 
steel stocks is more 
apt to prove prof- 
itable if confined 
to such stocks of 
the group as should 
quickly feel the 
impetus of revival. 





1933 (a) 
d5.40 


1931 1932 
d1.40 dii.08 
d2.12 d8.11 d4.46 
47.58 42.79 
d3.45 di6.50 d13.57 
d6.55 di1.75 46.23 
42.77 d0.30 
d1.938 1.29 40.24 
3.91 2.06 0.77 1.19 
d14.51 di4.38 44.58 


+ Consolidated funded debt, preferred, com- 
(b) 9 mos. to Dec. 81. (d) deficit ° 
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Companies That Could Increase 


Their Dividends 


Considerations on Which Stockholders Should 


Base Expectations of More Liberal Treatment 


EADING a foreign statistical 
study the other day, this writer 
was startled by the discovery 

that price-times-dividend was a basis 
for argument, and not price-times- 
earnings as would have been used had 
the study been made in this country. 
In some instances it is evidently as- 
sumed abroad that companies will pay 
to their stockholders all that they pos- 
sibly can, and that if there is any dif- 
ference between earnings and_ the 
amount distributed as dividends it will 
be appropriated to a reserve for a spe- 
cific purpose, all the probabilities fa- 
voring its ultimate expenditure for that 
purpose. What a contrast this makes 
with the past practice of numberless 
American companies which have built 
up general reserves of cash and mar- 
ketable securities far above the legiti- 
mate needs of the business. 


There has been, of 


By J. C. CrrFrorp 


will be entirely devoid of companies 
which can contend reasonably that 
they can see possibilities for profitable 
major expansion in the future. There 
will, of course, be such companies. It 
is only that we appear to have arrived 
at the time where stockholders should 
require of their managers a straight- 
forward explanation of why earnings 
which justly belong to them are being 
withheld. Perhaps also stockholders 
might inquire whether general re- 
serves of cash and marketable securi- 
ties as built up out of past earnings 
are still necessary and, if not, what is 
the objection to making a large special 
disbursement. 

That more liberal dividend treatment 
of stockholders not only should be, but 
actually is, a sign of the times can be 
seen from the action of a large number 
of companies this year. The business 


improvement which has taken place in 
many cases has been reflected very 
promptly in higher dividend rates and 
extra payments. A few of the com 
panies which declared extras in 1933 
and whose earnings and outlook prob- 
ably warrant a continuation of this 
policy are found in the first of the 
accompanying tables. 

Among the dividend actions last year 
that were particularly gratifying bene: 
fited the stockholders of duPont and 
U. S. Tobacco. The former very 
quickly passed on to its owners the 
extra of 25 cents a share declared by 
General Motors—and more to boot. In 
reference to the disbursement, the com: 
pany’s president stated:—‘“The distri- 
bution of earnings to the common stock- 
holders brings total dividends for the 
year to $2.75 per share, which happens 
to be the same as the dividend paid in 

1932, and will amount 





course, justification for 
the American system. 
When the business and 
population of the coun- 
try were expanding at 
an exceedingly fast rate 
and the means of pro- 
duction was constantly 
inadequate, it was con- 
tended logically that 
earnings reinvested in 
a successful business 
could be made to yield 
a return that probably 
would be better than 
the stockholder could 
obtain for himself. But 
now that the means of 
production by and large 
is adequate, and in 
some Cases excessive as 
is shown by the f-antic 
efforts towards artificial 
curtailment, is the 
stockholder not war- 
ranted in expecting 
more liberal treatment? ° 


duPont 


charges. 








Not that the country a 


Company 


Air Reduction 
American Chicle ; 2.00 1.00 
American Snuff......... a 3.00 0.25 
tL Rees 4.00 1.00 
Dome Mines 


Companies Which Should Continue to 


Pay Extras 


Earnings 
9 mos. to 


Regular Extras 
Sept. 30 


Dividends 1933 
$3.00 $0.75 


b 1.00 0.80 
1.96 2.00 0.75 


General Motors......... 1.00 0.25 
Helme (Geo. W.)....... a 5.00 2.00 
Hercules Powder 2.02 1.50 0.75 
Homestake Mining a 
Liggett & Myers “B’’.... a 4.00 1.00 
McIntyre Porcupine... .. 
Monsanto Chemical 3.52 1.25 0.75 
Owens-Illinois Glass... . 3.86 2.00 0.50 
Penick & Ford.......... 2.62 2.00 1.00 
U. S. Tobacco a 4.40 5.00 


12.00 5.00 


2.20c 1.00 0.875 


a—lInterim earnings not published. 
b—Earnings not computed due to omission of depreciation and depletion 


coSix months ended Sept. 30, 1933. 


to a distribution of ap- 
proximately 90% of 
the estimated earnings 
of the company for the 
year from all sources 
on its common shares.” 
Obviously, a company 
which pays out as much 
as 90% of its earnings 
cannot be accused of 
being niggardly to 
: stockholders. 

rt It is to be hoped that 
ze the dividend action of 
= U. S. Tobacco will be 
ri made a precedent for 
= similar action on the 
= part of other compa’ 
nies. Although U. 5. 
Tobacco does not fe 
port interim earnings, 
it is extremely doubt: 
ful whether the profits 
for 1933 will cover the 
regular dividend of 
$4.40 and the speci 
extra of $5 a share. 
Last year $7.64 was 


Price 


$98 
46 


74 
40 
80 
78 
58 
97 
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eamed. The company, however, is 
very strong financially and the direc- 
tors have quite evidently decided that 
there were nothing to be gained by a 
further building up of cash and mar- 
ketable securities. Hence, a_ special 
dividend which may possibly result in 
sme small reduction in surplus this 
year. 


Strong Financially 


No difficulty will be experienced in 
fnding other companies in a similarly 
strong financial position. Let us take 
an example or two. Allied Chemical 
& Dye at the end of 1932 carried at 
cost $92,400,000 in U. S. Government 
and other marketable securities. Of 
this sum, there is evidence that about 
$31,400,000 represented the company’s 
own common and preferred stock. Can 
it be assumed that the balance of $61,- 
000,000 was in U. S. (Government or 
like securities? If it can be so assumed, it 
appears fair to ask the management if 
they require any such sum for the 
operation of the business. The return 
from Government securities is small 
and the stockholders undoubtedly 
could use the money to advantage. It 
might be asked also what objection 
there is to the company cancelling its 
holdings of its own common and pre- 
ferred stocks, thereby benefiting stock- 
holders though less directly. 

Corn Products Refining is a com- 
pany similarly situated. At the end of 
last year, the company’s marketable se- 
curities were carried at a cost of $26,- 
200,000. They had a market value of 
about half this sum. Quite aside from 


these securities the company is in a 
more than usually strong financial posi- 
tion. Its depression record is one of 
more-or-less stability. For what rea- 
son then did the company invest the 
stockholders’ money in securities which 
declined $13,000,000 in market value? 
Exactly what these securities are is not 
known, but there have been unofh- 
cial reports to the effect that not a few 
second-grade railroad bonds and com- 
mon stocks would be found among 
them. Corn Products, of course, did 
pay a small stock dividend this year 
and earnings are not greatly in excess 
of the regular cash rate of $3. But 
even so, there is the matter of these 
marketable securities and additional 
large resources. 

Eastman Kodak and _ International 
Shoe are two other companies where 
possibly a formidably strong financial 
position might be used more directly 
for the benefit of stockholders. Even 
admitting that both have paid com- 
mon dividends partly out of surplus 
for the past year or two, at least it 
would seem that from now there were 
little justification for larger dividends 
lagging very far behind better busi- 
ness. 

In addition to companies whose divi- 
dends on the face of it could be in- 
creased because of financial position 
there is another, and bigger, group of 
candidates for larger disbursements to 
stockholders. Dividends still rest mainly 
on earning power. Perhaps, compa- 
nies which refuse to impair even an 
unnecessarily strong financial position 
can be less justifiably criticized than 
those which now appear bent upon 


attaining such financial position by 
paying out a great deal less than they 
earn. The second of the accompany- 
ing tables contains a group of compa- 
nies whose earnings alone appear to 
warrant their making larger disburse- 
ments. In some of the cases, financial 
position also warrants such a course: 
In certain others, it is not difficult to 
see the merit in the possible contention 
that finances require some building up 
in case of an emergency. 


The Logical Attitude 


Lest there be a misunderstanding let 
us stress again that it is not being held 
that the companies which have been 
given as examples definitely should pay 
more to their stockholders, but only 
that the latter have valid grounds for 
asking why they do not. There may 
well be a reason. If there is, the man- 
agement .has only to state it and rare 
indeed will be the stockholder who 
will refuse to acquiesce to the men in 
charge of the business. 

On the other hand, if there is no 
reason other than an excessive conserv- 
atism for the smallness of the divi- 
dend, the company should be strongly 
urged to follow the example of the 
L. A. Young Spring & Wire Corp., 
whose president recently stated: “It 
will be the company’s policy next year 
to pay out virtually all earnings in the 
form of dividends, since surplus, which 
has been increased this year, is ade- 
quate, although it will not be drawn 
upon for dividend payments.” This is 
the fair and sensible attitude towards 
stockholders. 





Candidates for Larger Dividend Payments 





Current 


Earnings 
9 mos. to Sept. 30 
$1.75 
0.52 


Company 
Atlantic Refining Co................... 


Dividend 
$1.00 


COMMENTS 
Shares may earn $2.50-$3.00 for ’33. 











Mebiite Avinilon. 63.3 F665. Salo Strong financial position and improved outlook strengthen dividend 


possibilities. 


None 





Bohn Aluminum a Ree 3.29 Should share in continu:d revival of automobile industry. 
0 1.76 
2.62a 
1.82 
6.29 
6.22 


1.44 


2.00 





None 

2.50 

1.80 

4.00 

6.00 
-_ 


Crown Cork & Seal Marked improvement in sales and earnings. 





First National Stores Dividends could be raised conservatively to $3. 





Peta) BOOKS os. juts hobbies Could probably increase dividends to $2. 





Industrial Rayon 





Outlook favors further improvement in earnings. 


1933 earnings may reach $8.50. Excellent financial position. ' 





Large probable demand for safety gliss suggests extra or increased 
dividends in 1934. 


Loew’s, Inc... . 








2.14b— 
1.27c 
Pennsylvania R. R 1.00 
Standard Oil of N. J f 


1.00 
1.20 
0.59 
1.00 
2.00 


Recent gain in earnings should be sustained. 





J.C. Penney ‘ Could increase dividends to $2 without difficulty. 





Earnings would support an annual dividend of $1. 








Better outlook for oil industry may permit resumption of extras. 


Strong cash position and earnings greatly improved. 





a 6 mos. to Sept. 30, 1938. b Fiscal year ended Aug. 31, 1933. c 6 mos. to June 30, 1933. f Not reported. 
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Preferred Stocks as Attractive 


Speculations 


Obligations of Sound Companies in Which Ac- 
cumulated Back Dividends and Prospective Ap- 
in Value Offer Interesting Possibilities 


preciation 


MONG those preferred stocks, 
deprived of dividends and rele- 
gated to a speculative category 

by the forces of business depression, 
there are a number of issues which may 
quite possibly be restored to a regular 
dividend basis during the coming year. 
Not only do such issues offer specula- 
tive inducements in the way of possible 
enhancement in value but they also 
offer an opportunity to acquire at an 
attractive discount a lien on earnings 
greater than their fixed dividend rate, 
owing to the accumulations of unpaid 
dividends. Such accumulated obliga- 
tions must be met before common 
stockholders can hope to share in earn- 
ings. 

Ordinarily, preferred stocks for the 
most part have very little speculative 
appeal. Exceptions, of course, must be 
made for those preferreds which have 
convertible or participating features 
but the average preferred stock usually 
sells on an income basis determined by 
conventional investment factors re- 
lated to the financial standing and 
earning power of the particular com- 
pany. It naturally follows that they 
are sought principally by investors with 
whom income rather than price appre- 
ciation is a primary consideration. 

Ranking senior to the common shares 
both as to assets and 


By Epwin A. Barnes 


taken for granted. Back dividends, 
however, are not always paid off in 
cash but in order to avoid undue de- 
pletion of cash resources may be fin- 
anced in part by issuing additional 
stock, either common or preferred, to 
preferred stockholders. Not all pre- 
ferred stocks have the cumulative divi- 
dend feature. All of the issues listed 
in the appended table, however, carry 
back dividends in varying amounts. 

In this discussion the selection of 
issues was made with speculative pos- 
sibilities frankly in view. While no 
rigid standards have been followed, it 
will be seen that all of the companies 
represented occupy an important posi- 
tion in their respective fields and with 
few exceptions, as will be observed 
from the amount of accumulated divi- 
dends, no considerable time has elapsed 
since dividends were regularly paid. 
An attempt has been made to confine 
the selection to those companies repre- 
sentative of industries in a position to 
register further gains in the coming 
twelve months. In each instance, of 
course, there are individual factors, 
not to be forecast, which will deter- 
mine the rapidity with which past divi- 
dends are liquidated and regular pay- 
ments reinstated. Later developments 
will determine the effect of such fac- 


tors. For the present it suffices to say 
that preferred dividend prospects for 
the companies in question, far from 
being remote, are hopeful to a point 
to warrant more than passing consid- 

eration for speculative funds. 
American Locomotive and Ameri 
can Steel Foundries are both identified 
prominently with the manufacture of 
railway equipment. The dearth of new 
equipment buying was responsible for 
the omission of dividends on American 
Locomotive preferred late in 1932, for 
the first time in the company’s history. 
Despite successive losses, financial po- 
sition of the company remains emin- 
ently strong. At the end of last June 
net quick assets were equivalent to 
over $45 a share of 351,961 shares of 
preferred stock. There are no bonds 
or bank loans. American Steel Foun- 
dries has maintained dividends on the 
preferred, the last quarterly payment 
being at the rate of 50 cents as against 
the regular rate of $1.75 quarterly. 
Financial position is comfortable and 
there are no bonds or bank loans ahead 
of the preferred ‘stock. The substan: 
tial amount of deferred equipment 
purchased which have accumulated 
and the efforts of the Government to 
stimulate the placing of orders may 
bear fruit in the near future to the 
distinct benefit of both 








earning power, within ——— companies. 
specifically prescribed | The net quick asset 
ee ew Speculative Preferred Stocks | glue of Anes 
an sh 3 sichineee ‘ Recent Present Accumulated about $80 a share. The 
from any improvement eid Se. company has no funded 
7 P : American Locomotive................. 50 8.75 dels b k loans and 
reac § . period of American Steel Foundries............. 63 2.00 5.00 th shred ze 7 pre: 
ai sdend earnings and American Woolen.................... 1 47.25 f “4 oc ceandion a 
_ _ lap ses. Where eg ee eee 55 21.00 “ei od d After 
unpaid dividends have | peuiehem Steel... 62 Pt 10.50 we Bese ey ind i 
accumulated, the desire | Goodyear Tire & Rubber.............. 69 2.00 5.00 si din ee PS Ameri’ 
on the part of the oven EE Pe ee 37 ee 19.75 sien aha would 
agement to eliminate ao so ee 52 1.75 19.25 | a — 
such accumulations as | (Please turn to 
soon as possible may be page 314) 
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Taking the Pulse of Business 





— Construction Improves 


HILE it has far to 
go in the journey 
along the rough 

and twisted road to normal 
prosperity, business enters 
the new year in the most 
hopeful setting since 1929. 
In most lines the let-down 
in the closing fortnight of 1933 appears to be of less 
than seasonal proportions. Recent moderate improvement 
in steel mill activity, in automobile production, in lumber 
production, in freight car loadings and in the output of 
electricity have been maintained. At the same time activ- 
ity in construction has expanded sharply, contrary to the 
usual seasonal trend. The major part of this gain, of 
course, reflects works financed with Federal funds through 
the Public Works Administration but is nevertheless a 
direct business influence of no small importance, especially 
tc the steel industry. 

Construction contracts awarded during the first half of 
December in the thirty-seven states east of the Rocky 
Mountains totalled $122,877,200, an increase of more than 
50% over the entire month of December, 1932, and more 
than 70% above the figure for the first half of November. 
Although public works, financed ultimately out of taxa- 
tion, account for the major part of this gain, it is encour- 
aging to note modest improvement in residential construc- 
tion also. Such contracts for the first half of December 
totalled $13,629,200, as compared with $12,957,500 for 
the entire month of December, 1932. 

Construction of all kinds during the year just ended is 
estimated at approximately $1,200,000,000, against $1,351,- 


— Steel Prospect Fair 

— Higher Oil Output 

— Metal Prices Soft 
—Increased Wheat Supply 


This is a 
loss of 11% but at mid-year 
the gap was around 35%. 
The most recent data on con- 
templated construction shows 
a total of $886,627,300 for 


000,000 in 1932. 


November, against only 

$114,349,900 in the corre- 
sponding month of 1932. This showing indicates the 
probability of further gradual improvement in construction 
contract awards in coming weeks. Although up from 
bottom, the present level of construction remains decidedly 
sub-normal. Even slight gains are significant because the 
real center of the depression lies within the heavy indus- 
tries. 

The real trend of steel mill activity will be revealed 
within the next few weeks, the contra-seasonal expansion 
of December having been due in part to specifications 
against contracts which under the N R A code would 
otherwise have automatically expired on January 1. Thus, 
December may have drawn to some extent upon January 
business. On the other hand, anticipated demand for 
structural steel, rails and automotive steel may prove an 
offsetting factor, tending at least to sustain steel operations 
around the moderately improved level reached late in 
December. 

The automobile industry is conquering the difficulties in- 
volved in introduction of new models but is proceeding 
cautiously as to stocks in this period of seasonally dull sales 
while awaiting some clue as to consumer demand. To a 
greater extent than in several years, some manufacturers 
are risking more or less radical innovations in spring sus- 
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pension, body styling or both. Whether advantage in trade 
position will be gained thereby or lost will make little dif- 
ference in aggregate volume for the industry, which hopes 
to sell at least as many cars as in 1933 and possibly 10% 
te 25% more. 

Retail trade in the holiday season just closed has made 
a better showing than had previously been indicated by 
pre-holiday business, but has since shown the usual taper- 
ing off. In all business there is a marked tendency to 
await some clue as to the temper of Congress. 


The Trend of Major Industries 


STEEL—In the closing week of 1933 ingot output re- 
ceded slightly to 34% of capacity. Total shipments in 
December were greater than in either October or Novem- 
ber, and were well above shipments in any December in 
recent years. Threats of higher prices have been behind 
the excellent improvement but since these orders are des- 
tined to be transformed into inventories instead of being 
utilized for immediate consumptive purposes, a slight let- 
down is expected in the first two weeks of January. In 
the first quarter of 1934 large tonnage orders are antici- 
pated from public works, railroads and the automobile 
industry. The letter, especially, will supply an outlet for 
greater use of the more expensive grade of finished steel 


PETROLEUM—Only one week in December witnessed 
the oil industry keeping within its quota of 2,210,000 bar- 
rels crude flow daily. This does not include “hot” or 
bootleg oil produced, which totals a considerable additional 
amount, notably in Texas and Oklahoma. Whereas the 
authorized quota declined from November to December, 
the output of crude rose in a contrary trend. The defer- 
ment of the N R A court test to convict excessive producers 
has been encouraging to bootleg oil production until it 
definitely is proven that the Federal edict carries teeth 
in its enforcement provisions. Once the recalcitrant minor- 
ity in the industry is suppressed, the trade can forge ahead 
to a more profitable condition. 


COTTON—Foreign cotton producers find advantage in 
the efforts to curtail the American crop. The price of cot- 
ton is set in the world market. Yet through crop loans 
within the United 


the metal markets was weak. Copper, zinc and tin prices 
all have declined slightly and the recent upward rise in 
silver following the remonetization of newly mined white 
metal largely has tapered off. The huge stocks of silver 
now on hand will not benefit from the Administration's 
gift to the silver mining interests. Should the British Goy. 
ernment decide to take steps to lower the exchange rate 
on the pound in order to regain their previous foreign 
trade advantage, it might result in a sudden drop in the 
price of tin. 


WHEAT—Despite the projected curtailment by the 
A A A of 15% in the winter wheat area planted in the 
United States, the acreage seeded was only 7.2% smaller 
than the 1929-31 average. The condition of the crop s0 
far is below normal but even so a larger winter wheat crop 
than was harvested last year is expected. The world visible 
supply of wheat is 440,000,000 bushels, compared with 
464,000,000 in December, 1932. Since the past season's 
yield in the United States was one of the poorest on record, 
only average yields per acre of winter and spring wheat 
easily could increase the visible supply above that recorded 
for December, 1932. 


AUTOMOBILES—tThe automobile code has been ex- 
tended to September, 1934. The question of possible re- 
adjustment in the level of wages, one. of the most costly 
elements entering into the computation of production costs, 
has thus been settled for the bulk of next year’s productive 
period. The only problem now remaining to be deter 
mined is how far raw material prices may rise in the com- 
ing year. The necessity for quoting and adhering to a 
fixed price schedule in retailing automobiles had most 
companies on tenterhooks in the past two months while 
attempting to guess at 1934 prices. The appreciable rise 
in projected new model prices will be adequate to show 
a sizable profit, even should raw materials increase in cost. 


Conclusion 


Business sentiment may be described as hopeful, with 
optimism supported by tangible evidence of gradual and 
moderate expansion in the national income and in most 
major indexes of pro 
duction and _ distribu- 





States, the Government 
has reduced acreage 
drastically, forcing up 
the domestic price and 
diminishing the export 
cotton available and 
demand for it. The 
Egyptian and Indian 
cotton plantings are to 
be greatly expanded 
this year, a program 
that will maintain large 
world production. The 
only difference will be 
that these two foreign 
countries will take over 
much of the export 
trade in the raw staple 
when the present ad- 
vantage of buying 
American cotton aris- 
ing from a depreciated 
dollar passes. 


Farm products a3 
Foods ; 
Hides and leather R 
Fuel and lightin, 

el an 
METALS—At the _— 





THE TREND OF COMMODITY 
U.S. DEPARTMENT OF LABOR. INDEX~1926=|00 


Changes in Major Commodity Price Groups for the 
Fortnight Ended December 23, 1933 


Metals 

Building materials 
Chemica!s 
Housefurnishings 
Miscellaneous 


tion. On the other 
hand the current move: 
ment has about it noth- 
ing of the speculative 
enthusiasm of last 
spring and summer. It 
is realized that gains 
from here on will prob 
ably be slow. The chief 
obstacle in the path of 
confident initiative is a 
continuing uncertainty 
regarding the essential’ 
ly political factors 
PRICES which can only be clar’ 
ified by Washington in 
coming weeks. There 
pe is uncertainty as 0 
Administration policies 
affecting business an 

uncertainty as to Con’ 
gressional action. The 
former is likely to prove 
most important, for 
Congress is expected to 
toe the mark. 








year-end the tone of 
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Silver Dividends 


Swelling the mounting total of larg- 
er dividends, U. S. Smelting, Refining 
& Mining came through recently with 
an extra of $3.50 a share. With this 
payment the company will have dis- 
tributed $5 a share to common stock- 
holders out of 1933 earnings. In 1932 
stockholders received only $1 in divi- 
dends—and counted themselves fortu- 
nate in the face of the almost com- 
plete disappearance of profits suffered 
by the non-ferrous metal industry. It 
is calculated that last year U. S. Smelt- 
ing earned in excess of $6.50 on the 
common stock. Contrasted with 62 
cents a share earned in 1932, this 
showing is indeed a remarkable exam- 
ple of revitalized earning power. Ris- 
ing prices for metals, notably gold and 
silver, made it possible. The company 
is the largest primary producer of sil- 
ver in the world, output in 1932 
amounting to about 24,000,000 ounces, 
a quantity practically the same as the 
total domestic production of the United 
States. The major portion of U. S. 
Smelters’ silver production, however, 
comes from its Mexican properties and 
is therefore not eligible for sale to the 
Government under the recently in- 
augurated silver purchasing program. 
It is possible that the intention of the 
Government to purchase all domestic 
silver at 64/2 cents an ounce—nearly 
a 50% premium over present world 
prices for silver—will exert a stabiliz- 
ing influence on the world market. In 
such circumstances, the benefits to 
U. S. Smelting would be largely in- 
direct but probably sufficiently effective 
to enable the company to further en- 
large upon 1933 profits. 


* * * 


Inventory “Profits” 


In connection with inflation there 
has been a lot of loose talk on “inven- 
tory profits.” Articles have been writ- 
ten on the advisability of buying the 
inventory stocks and some companies 
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have been guilty of fostering a danger- 
ous misapprehension by taking into 
their profit-and-loss accounts inventory 
appreciation. This is too common a 
practice. There can be no profit on 
anything before it is sold. Nor can 
there be under normal circumstances 
an inventory profit even when goods 
are sold. 


A simple illustration will show 
clearly this to be so. Suppose a fabrica- 
tor of copper requires to keep on hand 
a million pounds of the metal. He has 
to keep this much on hand whether 
copper is 4 cents a pound or 8 cents a 
pound. If he sells goods on the basis 
of an existing price level for copper, 
he immediately has to go out and pay 
this price to replace his depleted stocks. 
How then can he make a profit owing 
to a rise in the price of the metal? If 
such a rise in inventory value has to be 
taken into the books at all, the conserv- 
ative and proper place for it is as a 
“capital gain.” 

Let us suppose, however, that the 
fabricator, knowing that his business 
required no more than a million pounds 
of copper, went out and bought two 
million when the price was 4 cents; 
what is this? Has there been an “in- 
ventory profit” when this extra metal 
is sold at 8 cents? Possibly, although 
most accountants would prefer to con- 
sider such a venture as a lucky gamble 
entirely outside the realm of ordinary 
business profits and therefore would 
credit it to a special account as a re- 
serve against the time when a similar 
gamble would be less lucky. In the 
annual reports which will be published 
so shortly, many stockholders will be 
confronted squarely with this inven- 
tory situation. If it is understood 
clearly, no undue pessimism will re- 
sult from the small earnings shown by 
certain conservative companies. Nei- 
ther will there be an excessive and 
costly rejoicing when less concervative 
concerns report phenomenal profits be- 
cause of a mishandled inventory ac- 
count. 
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“Pennzoil” Pays 


The recent increase in the dividend 
rate for the shares of South Penn Oil 
Co., from 80 cents to $1 annually 
gives the company the distinction of 
being one of the first of a limited num 
ber of oil companies to take such ac 
tion. Unlike its contemporaries which 
are active in all branches of the ail 
industry, South Penn specializes in the 
production, refining and marketing of 
Pennsylvania crude under the well: 
known brand of “Pennzoil.” Appar: 
ently complete integration is not re: 
quired to keep this company “in the 
black.” The loss suffered in the first 
six months of 1933 was undoubtedly 
supplanted by a profit in the final half 
which, coupled with the improved out: 
look and the company’s excellent finan: 
cial condition, made the larger dividend 
possible. 


* * * 


Packers’ Profits 


The annual reports covering the 
fiscal period ended October 28, last, 
for three leading meat packing com 
panies—Cudahy, Swift and Wilson— 
disclose uniform improvement. In each 
instance, however, the displacement of 
losses by profits was not achieved by 
larger sales. While tonnage sales were 
sustained at a comparatively favorable 
level, lower retail prices brought about 
a reduction in aggregate dollar sales 
The decline, however, was not of dras 
tic proportions. Relief from large 
inventory losses was the major force 
behind the better showing last year. 
The matter of inventories is a recurring 
problem in the packing industry t 
sulting from the necessity of purchas 
ing large quantities of live stock for 
processing. The margin of profit on 
which the industry operates is very 
narrow and may be eliminated entirely 
through adverse price changes in tM 
livestock market. Thus, it is apparent 
that a period of declining commodity 

(Please turn to page 320) 
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the oil ig Editor, READER’s Forum: and the few other gold-standard coun- mand the same as other metals. The 
sia te Iam perplexed over the question of tries off gold, the only market for the war debts alone due the United States, 
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While the answer to the above 
question must be of the “yes and no” 
vatiety, the stand taken by those who 
contend that France’s abandonment of 
the gold standard will put the price of 
the metal up in world markets is no 
ess interesting and logical than the 
argument advanced by those who con- 
tend that such a development would 
put the price down. Those who say 
that the price would be put up argue 
in general as follows: Gold is a desir- 
able metal in itself and has been wealth 
through the ages. If France were to 
abandon gold, more than three bil- 
lions of dollars (old parity) of this 
Precious stuff would be removed from 
the available supply. This, they say, 
would have the same effect on the 
Price as the destruction, or the removal 
from the market, of an equivalent 
amount of wheat, cotton, or other com- 
modity. Scarcity would make for soar- 
Ing prices, 
rate argument of those who say that 
fances abandonment of the gold 
‘andard would put the price of the 
— down is somewhat more subtle. 
tis their contention that gold in it- 
elf is not such a desirable metal and 

y derives its present preciousness 
— the fact that great countries use 

a currency standard. With France 
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the only reason why gold is so high 
in terms of pounds is because the pound 
is so low in terms of francs. Now if 
France were to abandon gold, francs 
would depreciate in terms of pounds 
and with them the price of gold in 
terms of pounds. Both these theories 
are logical. But a decision as to what 
actually will take place in the event 
of France’s abandonment of the gold 
standard means deciding as to whether 
a wave of hoarding would strike the 
world, or whether it would not— 
something which necessarily must be 
a wild guess. 


* * * 


The Artificial Value of Gold 


Editor, READER’S FoRUM: 

In “The Paradox of the Dollar,” 
Laurence Stern says “Substantial de- 
preciation from the pre-war gold par- 
ity is the rule throughout the world, 
rather than the exception.” Why did 
he not tell us why this is so? 

He also says “Indeed, it” (United 
States) “is the last great country to 
arrive at the conclusion that the old 
gold standard has outlived its useful- 
ness.” If that is so, then it was the 
United States tariff that spoiled the 
usefulness of the gold standard. Gold 
is subject to the law of supply and de- 


the world off the gold standard. Gold 
would therefore increase in- value and 
show this increase in value by a de- 
cline in practically all other values. 
Does anybody claim this has not hap- 
pened? Indices of commodity prices 
not only show that this has happened, 
but also show that commodity prices 
measured in gold, are still falling as 
fast as during the Hoover Administra- 
tion. Meanwhile, more gold is being 
mined than ever, showing that some 
artificial demand is causing the fall in 
prices. If we went on a silver basis, 
we would be flooded with silver by 
other nations in an effort to pay their 
debts to us.—J. M. W., Buffalo, N. Y. 


* * * 


Why 1926 Prices? 


Editor, READER’S FoRUM: 

In all of the efforts made to bring 
back prosperity, the aim has been to 
raise prices of materials and labor to 
the levels of 1926. The causes of the 
depression are numerous, if we are to 
believe our financiers and economists. 
They agree that these various causes 
had their origin in the strife and 
speculation during and subsequent to 
the World War. This being granted, 
is it not a fact that the price level of 

(Please turn to page 314) 
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Answers to Inquiries 








The Personal Service Department of THE MAGAzINE OF WALL STREET will answer by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 


interested, or on the standing and reliability of your broker. 
your subscription should represent thousands of dollars in value to you. 


the following conditions: 


1. Give all necessary facts, but be brief. 
Confine your request to three listed securities. 
No inquiry will be answered which does not enclose stamped self-addressed envelope. 
If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 


time 


ou transmit your first inquiry. 


This service in conjunction with 


It is subject only to 


Special rates upon request for those requiring additional service. 








AMERICAN SMELTING & 
REFINING CO. 


With the increased prices for gold I 
thought American Smelting & Refining 
would sell higher. I thought, too, that it 
would benefit more by the receni interest 
in silver. What is your opinion of this 
stock? Do you advise holding or selling 
this stock?—D. L., San Francisco, Calif. 


As the largest non-ferrous metal 
smelting organization in the world, 
operations of American Smelting & 
Refining Co. have contracted materi- 
ally since 1929, while substantial in- 
ventory losses were also incurred. Al- 
though output of lead was fairly well 
maintained, copper. output dropped to 
a small fraction of its former propor- 
tions. While the company is de- 
pendent largely for its earnings upon 
copper and lead, its rather substantial 
stake in the gold and silver industries 
has aided recent operations. -In fact, 
the President’s recent announcement 
on the price of silver gives promise of 
considerably augmenting the earning 
power of “Smelters”. The report for 
the six months ended June 30, 1933, 
covers a favorable period, when metal 
prices were rising. During that 
period, the company reported net in- 
come of $2,030,209 including $1,916,- 
908 write-up of metal stock inventor- 
ies, compared with a deficit of $3,442,- 
048 in the initial half of 1932. Be- 
cause of the earnings improvement 


already experienced by the company, 
and the improved outlook for metal 
prices, generally, directors on October 
3, 1933, declared a dividend of $1.75 
a share on the 7% preferred stock, the 
last payment having been made on 
June 1, 1932. While the company 
stands to benefit to some extent from 
higher gold and silver prices, substan- 
tial earnings recovery must undoubt- 
edly await increased demand for cop- 
per. In the meantime, an exception- 
ally strong financial condition has been 
maintained, and there is little ques- 
tion as to ultimate earnings recovery 
of substantial proportions. One im- 
portant factor which should not be lost 
sight of by present stockholders is the 
company’s vast holdings of unde- 
veloped mining properties which can 
readily be tapped at such times as 
prices warrant. Because of the decided 
improvement in demand for and prices 
of all non-ferrous metals, it is unofh- 
cially estimated that the company will 
show a profit for 1933, equal to ap- 
proximately 45 cents a share on the 
common stock, against a sizable deficit 
for 1932. We look upon the common 
stock of this company as being favor- 
ably situated to reflect, marketwise, 
the anticipated further improvement 
of metal prices. Hence, we see little 
cause for liquidating your holdings at 
current prices, and counsel against 
such action. 


ALLIS-CHALMERS MANUFAC: 
TURING CO. 


I have 100 shares of Allis-Chalmers 
bought at 42%. I think this might be a 
good time to average down. What do you 
think? Also please give me any details 
about this company in which you think | 
might be interested —K. S., Minneapolis, 
Minn. 


iscentially a capital goods producer, 
/llis‘Chalmers Manufacturing Co. 
has been particularly hard hit during 
the depression. Nevertheless, in the 
light of the present Administratio: 
efforts to revive activity in the capital 
goods industries, there appears to be 
‘basis for the belief that equities of 
strongly situated enterprises in that 
field give promise of interesting specu’ 
lative profit possibilities. Certainly, 
when consideration is given to the 
trade position of Allis-Chalmers, that 
enterprise stands to benefit consider: 
ably from the Governments public 
works program as it materializes. An’ 
other important factor in the outlook 
for Allis‘Chalmers is the recent recog’ 
nition of Russia by the United States, 
since in the past the company has 
transacted a large volume of busines 
with Russia with very satisfactory tt 
sults. The company ranks as the 
fourth largest producer of electrical 
equipment, and is an important man 
facturer of farming machinery, tra 

(Please turn to page 310) 
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Profit Through 1934 


Market Movements 


UBSCRIBERS to THE INVESTMENT AND BUSINESS FoRECAST of The Mag- 
azine of Wall Street are fully prepared to take advantage of intermediate 
market swings. They are guided at all times in maintaining a sound position. 


Our assurance to subscribers of consistently satisfactory returns on their capital 
is based on definite and continuous counsel rendered by market and security 
specialists through tried and proven methods. No vague or general advice is 
ever given. From the time a commitment is recommended it is checked daily 
until in our opinion the time has come to complete the transaction. 


Only a Moderate Advance 
Will Bring Substantial Returns 


Many sound securities in strongly situated industries are In conducting such a program, you should avail yourself of 
now selling at low levels considerably under their 1933 highs. | the expert advice you would receive as a Forecast sub- 
Through our guidance, therefore, you can conservatively scriber. Our staff is constantly analyzing the technical, 
JFAC- & buy sizable units with a minimum of capital and risk so that fundamental, statistical and inflationary possibilities of every 








only a moderate advance will help you recover losses and active security in each industry so that our clients are pre- 
“halmers ting large profits. pared for the ever-changing market phases. 
ght be a 
dp The biggest profits are always made by those who enter a campaign at the begin- 
“think | ning of the movement. Now is the time to strengthen your security portfolio and 
ee then participate in the substantial profits to be available during the coming months 
—through subscribing to the Forecast at once. 
roducer, 
u Co. e e e 
“during | Place your subscription NOW and we will: 
tree: the telegraph or cable you our current Trading Advices and thereafter as new recommendations 
Tatio.; are made. You will be advised when to complete all commitments. 
capital ; i é : ? THIS 
he telegraph or cable you the current advices of either our Bargain Indicator or Unusual Op- COMPLETE 
s to : portunities or both and thereafter as these recommendations are decided upon. Definite 
ities of closing out advices are also given. These departments are chiefly for semi-investment. SERVICE 
In that mail you the regular and all special issues of The Investment and Business Forecast which $125 A YEAR 
; specu’ contain all of our recommendations—Trading, Bargain Indicator and Unusual Opportuni- 
rtainly, ties; Bonds and Preferred Stocks. There are also departments containing Graphs and Aver- 
to the ages, Reviews on the Technical Position of the Stock Market, Business Outlook, Trade TEST IT 
Tendencies, etc. 
rs, that # SIX 
ynsider’ send all telegrams or cables in private code after our code book, mailed on receipt of your MONTHS 
public subscription, has had time to reach you. (Straight English will be used in the meantime.) FOR $75 
s, An analyze your present and contemplated holdings upon request at any time during the term = 
outlook of your subscription and tell you through our Personal Service Department what to do with 
aperset each security—hold or sell; also answer questions concerning the status of your broker. (In ff 
Pre order to facilitate our reply no more than 12 securities must be listed in one inquiry.) 
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ATLANTA, GA. 


and The City Builder 


If you have anything tc 
sell that is of interest to 
executives, this publication 
invites your consideration 
as an advertising medium. 


THE City  BUvuILDER’s 
readers are able to buy 
any meritorious investment 
proposition; anything man- 
ufactured for use in an of- 
fice or home; anything 
manufactured for use in 
building operations, wheth- 
er for skyscrapers, general 
construction or in home 
building; anything that in- 
dependent people use in the 
way of apparel, amuse- 
ment or food. 


Circulation and adver- 
tising rates furnished 
upon request. 


The City Builder 
Atlanta, Ga. 
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New York 
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Dividends and Interest New York Stock Exchange 
“CANADA Dry” | Price Range of Active Stocks 


Ginger Ale, Incorporated Industrials and Miscellaneous (Continued ) 


A Delaware Corporation 











5 2 1981 1932 1933 Last Div’ 
Dividend Notice ao RO —————— _ Sale_ § Per 
High Low High Low High Low 12/27/33 Share 


At the meeting of the Board of Directors of : : 12 9 4654 1.50 

Canada Dry Ginger Ale, Incorporated, held . Stores 39 1654 20 9% 33 : Z ‘t 
November 28, 1938, a quarterly dividend of 3814 28 9534 

twenty-five cents ($.25) per share was declared, 3% 28% 

payable January 16, 1934, to stockholders of 

record at the close of business, January 2, 1934. % 8 27 

R. W. SNOW, Secretary i y 20% 6074 

: 6% a3%¢ 

¥ 20 2534 

2014 

5514 

9 
3614 


PACIFIC GAS AND ELECTRIC CO. 
SS 19 y% : 1754 


DIVIDEND NOTICE 54 
Common Stock Dividend No. 72 9634 


A quarterly cash dividend for the 
three months’ period ending De- 
cember 31, 1933, equal to 4% 
of its par value, will be paid upon 
the Common Capital Stock of this 
Company by check on January 15, 
1934, to shareholders of record at 
the close of business on December 
30, 1933. The Transfer Books will 
not be closed. 


D. H. Foore, Secretary-Treasurer. 
San Francisco, California. 


























THE CUDAHY PACKING COMPANY 
Chicago, Ill., Dec. 20, 1933. 
The Board of Directors has this day declared 
a quarterly dividend of sixty-two and one-half 
cents (62%c) per share on the outstanding 
Common Stock of Fifty Dollar ($50.00) par 
value, PoP reco January 15, 1934, to stock- 
holders of record January 5, 1934. 
Ww. ANDERSON, Secretary. 


_ 
oN 








BAYUK CIGARS INC. | Sam 


PHILADELPHIA 
A quarterly dividend of 134% on the First Standard 
Preferred stock of this corporation was declared Standard Oil of Calif. 





HO AaE Kerman a.d 
ANoNSRONANANDNG Chonan 








able January 15, 1934, to stockholders of rec- Standard 
and December 31, 1933. ‘Checks will be mailed. Stewart Warn 

John O. Davis. Secretary tone & ebeter .. 

December 15, 1933. Studebaker Corp.. 








ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York 


December 26, 1933 a 9 — 
Allied Ohemical & Dye Corporation has de- wir ppent 
clared quarterly dividend No. 52 of One Dollar Tri-Continental gd 
and Fifty Certs ($1.50) per share on the 
Common Stock of the Company, payable Feb- Underwood-EBiliott-Fisher 
ruary 1, 1934, to common stockholders of rec- beak 
ord at the close of business January 11, 1934 
W. C. KING, Secretary. 





THE DETROIT EDISON COMPANY 


on Capital Steck 

A quarterly dividend of One Per Cent. 
($1.00 per share) on the Capital Stock ef 
the Company will be paid on January 15, 
1934 to stockholders of record at the " ond 
close of business on January 2.” 1934, U. S. Smel 
ARTHUR D. SPENCER, Treasurer. Uv. s. 


Steel Pfd. . 
Util. Power & Lt. A... 


In listed securities carried on 
conservative margin. 
Your Inquiries Invited 


DWunscombe & Co. 


Members New York Stock Exch — 
60 Broad Street aa New York Wrigley (W., Jr.) 
§ Payable in stock. ‘* Including extras. 
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OUTSTANDIN 
STOCKS 193.4 


AND,A BOOK !! 


You can profit greatly within the next few months thru buying small equal amounts of the three stocks described 
below. Despite the recent behavior of stock prices, we believe the price set by us for each stock is very close to the 
low preceding a substantial rise. Each stock has ALREADY amply proven its ability to DOUBLE IN PRICE because 
each has actually tripled since 1932, and they are expected to easily duplicate some one of those gratifying movements. 
One of these stocks has doubled at intervals of every four months for the last twenty, so that today’s price is nearly 
twelve times the record low. It is clearly the time to buy stocks as STRONG, as ACTIVE and as CHEAP as we believe 


these stocks to be at the present time. 


cA complete and detailed analysis for each stock, with estimated RISE IN PRICE is sent to you at once. You will 
get also, as a part of this special bargain offer, our forecast for Business, Stocks, Commodities as described below, con- 
tained in a book filled to the brim with sound views and actual conclusions on really ““WHAT TO EXPECT IN 1934”. 
We believe that in a short time, large profits will follow a small investment made now in these three outstanding stocks, 


if bought at our prices and sold at 1934 highs. 


This stock is in the best position since 1882 to show increasing earnings. A company as old as this is obviously able to 
N Ps g g , i 
INO. forge ahead under any conditions. The earnings are twenty times better than the depression low figure and the dividends paid out 
s Ly . . . 
during 1932 and 1933 are more than one-tenth the amount of the foreign trade export balance of the United States during a similar 
period. The commodity that it represents is the one in which the company has an almost complete monopoly. At our price you are 


buying into this enterprise at $.41 on the dollar. Near $ 1 i 
THE 3 OUTSTANDING STOCKS RECOMMENDED FOR 1931 PRODUCED 37% PROFIT. 


This company has mined more silver than the U. S. Government now holds, and it is therefore ready to participate with 
vigor in any further success in the use of silver for our currency base. Aside from this, however, its earnings in 1932 — the worst 


industrial year in the world’s history — were equal to one-fifteenth of its present selling price. One of the most obscure but one of 
the most tremendous fortunes in the United States was made by the individuals who held original ownership in this vast enterprise. 
If the rate of earnings for 1933 were to continue to the end of 1935, the present stock that you are now buying for $.23 on the 
dollar should be selling for $.92 on the dollar, like Dupont, and our buying price would have quadrupled. Near % 1 R 


THE 3 OUTSTANDING STOCKS RECOMMENDED FOR 1932 PRODUCED 108% PROFIT. 


This company has been depressed since 1919, but turned in 1932, after the longest period of adversity ever experienced by 
any industry. This company did so well in the last fifteen months that the price of its common stocks increased twentyfold yet it 
is still selling at two-thirds of its actual value today. Merely on its reflex revival it should double in price during 1934. In any 
event, the industry to which this stock belongs is able to profit from inflation of commodities, from unlimited demand, from the 
general forces of recovery. Everyone should have a small block of this commodity-inflation stock for the New Year. It is the 


least speculative of the three. Near S 1 9 


THE 3 OUTSTANDING STOCKS RECOMMENDED FOR 1933 PRODUCED 1026% PROFIT. 


These stocks cannot fail to move forward with the next general market advance. They have been picked from a great 
number, largely because of their unusual “TECHNICAL STRENGTH.” When U. S. Steel (common) again reaches $65. 
a share, $800.00 invested in these EQUALLY should then, by precedent, have become $4,538. (on a 50% margin). 
The technical and fundamental position of each is perfect. Each one is inextricably concerned with commodities 
speculatively buoyant. The low price of these stocks is only for so long as their commodities stay low in price. 


You should act at once. It means much. 
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tors, road building machinery and 
heavy equipment for such industries as 
flour milling, lumbering, mining, 
cement and coal distillation. Further- 
more, despite the adversities of the 
past three years, the management has 
broadened its scope of activities by the 
acquisition of new properties which 
should prove important revenue pro- 
ducers with the return of more normal 
conditions. For the first nine months 
of 1933 a loss of $2,040,439 was in- 
curred in comparison with a deficit of 
$2,349,694 for the corresponding in- 
terval of 1932. While the nine 
months statement only shows slight im- 
provement over that of a year earlier, 
it is interesting to note that during the 
third quarter of last year the improve- 
ment was more pronounced in com- 
parison with the third quarter of the 
preceding year. Moreover, the com- 
pany has maintained an excellent finan- 
cial condition, cash and marketable 
securities alone amounting to $5,603,- 
076 as of September 31, 1933, while 
total net current assets aggregated 
$24,648,426. With definite indica- 
tions at hand pointing to a recovery 
in demand for many of the company’s 
products, the common stock acquired 
around current levels should prove a 
profitable commitment. 


CORN PRODUCTS REFINING 
CO. 


I have been reliably informed that sugar 
cane products are cutting deep inroads in- 
to the sales of Corn Products Refining 
Co.—that its plant at Argo, Ill. has been 
closed. Do you believe this situation will 
soon be adjusted? Do you foresee any re- 
flection in the earnings rate of the common 
stock—in its market price?—J. J. L., New 
York, N. Y 


By virtue of the fact that corn sugar 
as produced by Corn Products Refin- 
ing Co., must compete with cane sugar 
for many purposes, the proposed in- 
crease in the processing tax on corn 
from 5 cents to 25 cents, if it had been 
made effective December 1, last, would 
have placed the product of Corn Prod- 
ucts Refining at a considerable disad- 
vantage from the competitive stand- 
point. However, after due considera- 
tion the Government decided to forego 
the tax increase with the result that 
this threat to the future earnings of 
Corn Products Refining has been in- 
definitely postponed. The curtailed 
activity in the textile industry has also 
found reflection in the operations of 
Corn Products Refining, in that de- 
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mand for the company’s products from 
that field has been reduced. However, 
we look upon this setback as more or 
less seasonal in character and, there- 
fore, temporary. Obviously, the re- 
port for the final quarter of 1933 will 
reflect this development. Neverthe- 
less, a fair estimate of 1933 earnings 
would place per share returns substan- 
tially in excess of current annual divi- 
dend requirements of $3 a share. For 
the first nine months of last year prof- 
its amounted to $2.68 a share after 
preferred dividend requirements as 
compared with $2.03 in the corre- 
sponding interval of 1932. Obviously, 
it is yet too early to determine what 
1934 holds forth for the company. 
Nevertheless, the impregnable finan- 
cial condition of Corn Products Refin- 
ing is reassuring when consideration is 
given to the current dividends. More- 
over, given anything like normal con- 
ditions, earnings should continue the 
upward trend evidenced last year, and 
we consequently see little cause for 
concern relative to your present posi- 
tion in the common stock. 


CONTINENTAL OIL CoO. 


I will appreciate any details you may 
care to give me on the outlook for Con- 
tinental Oil. What is its present financial 
position? I have been advised to buy this 
stock; but because, if I remember cor- 
rectly, this company was formed in the 
period of mergers, I would like to know 
if this may have had any harmful effects. 
—S. C. R., Detroit, Mich. 


With the establishment of a mini- 
mum price of $1.11 per barrel of 36 
gravity Mid-Continent crude oil last 
December, in comparison with prices 
as low as ten cents a barrel prevailing 
earlier in 1932, and a schedule of mini- 
mum prices for petrojeum and gasoline, 
it is hoped that the Government's oil 
code will bring order out of the chaos 
for the oil industry. Certainly, the 
Government's program as it affects the 
oil industry, presages a period of more 
profitable operations for the strategic- 
ally situated units in the field. As 
one of the more important medium 
sized units, Continental Oil Co. should 
benefit proportionately. Admittedly, 
Continental as now constituted, rep- 
resents a consolidation of smaller com- 
panies, effected during the “boom era.” 
Nevertheless, the company has under- 
gone considerable strengthening dur- 
ing the past several years and should 
give a good account of itself in the 
future. In fact, an appraisal of the 
available earnings data for 1933 re- 
veals gratifying recuperative powers. 
For the third quarter net income 
amounted to $2,898,990, equal to 62 
cents a share on the $5 par capital 
stock, in contrast with a loss of 
$2,135,722 for the-June quarter and a 


profit of only $358,251 or 7 cents a 
share in the third quarter of 193). 
Moreover, in spite of unfavorable 
earnings during recent years, funded 
debt has been reduced from $36,247, 
553 outstanding as of July 1, 1929, to 
only $9,107,129 on September 30, 
1932. The elimination of the remain. 
ing funded debt is looked for in the 
not too distant future. Certainly the 
foregoing record speaks well for the 
management and augurs well for 
future prospects of the enterprise. As 
a speculative medium for representa: 
tion in the future of the oil industry, 
the common stock has much to recom 
mend it, and purchase at current levels 
is warranted. 


AMERICAN CAN CO. 


Do you think the price of American 
Can common now reflects its recovery for 
some time to come? Would you continue 
to hold this stock for further apprecia- 
tion, or do you think I could do better by 
getting out now?—V. L. L., Evanston, Ill. 


Prior to the past decade earnings of 
American Can Co. were pretty much 
subject to the unforeseen vagaries of 
vegetable and fruit packs, with result- 
ant wide fluctuations in trend. By in 
tensive research and aggressive sales 
propaganda, the management has un 
covered new markets for tin contain: 
ers. In fact, by virtue of the more 
diversified demand for tin containers, 
earnings of American Can Co., dur 
ing the past three years have shown a 
gratifying resistance to depression 
factors. This factor, coupled with the 
improved demand for “general” line 
cans during the year, presages a favor 
able annual report for 1933 in com 
parison with that of 1932. In fact, 
the consensus of opinion is that 1933 
earnings were well in excess of the 
annual dividend requirements of $4 @ 
share on the common stock, while 
some of the more sanguine estimates 
place earnings as high as $5 a share. 
This compares with actual net results 
of $3.26 a share reported for the cal’ 
endar year 1932. Despite highly com 
petitive conditions in the industry, 
there is little evidence at hand to indi 
cate that American Can’s dominating 
trade position is in jeopardy. On the 
contrary, the progressiveness of the 
management in developing new uss 
for tin containers bids well to counter’ 
act any minor inroads that may 
made into the company’s business by 
its competitors. Moreover, the almost 
unlimited resources of the company; 
comparatively speaking, should stand 
it in good stead in maintaining its pos’ 
tion. It is obviously premature 
anticipate the results for 1934. On 
the other hand, with any further m 
provement in earning power more 
liberal dividend distributions appeat 
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cents a warranted. Hence, the common stock 
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auto truck routes, covering a large por- 
tion of the suburban area of the coun- 
try. Through Jewel Food Stores, Inc., 
a subsidiary formed in March, 1932, 
the company operates some 84 grocery 
stores of the self-service type. How- 
ever, the bulk of income is still derived 
from its direct-to-consumer business. 
Reflecting restricted consumer purchas- 
ing power, sales and earnings of the 
company have followed a down trend 
throughout the depression, although 
the report of sales for the more recent 
past indicates a reversal of this course. 
Thus, while dollar sales for the 48 
weeks ended December 2, 1933, were 
some 7.2% below those of a year 
earlier, those for the four weeks ended 
December 2, 1933, were 6.8% above 
the previous year. Taxes have 
become increasingly burdensome to 
Jewel Tea, especially the higher gaso- 
line levies as they effect its extensive 
auto-truck routes. Nevertheless, with 
continued improvement in general eco- 
nomic conditions, increased sales should 
result in substantially higher earnings. 
The earnings report for the 28 weeks 
ended July 15, 1933, revealed net 
income of $305,638, equivalent to 
$1.09 a share on the capital stock, com- 
pared with $559,279, or $2 a share in 
the corresponding period of 1932. 
Although these earnings would indi- 
cate that the present $3 annual divi- 
dend on the capital stock was not fully 
earned during the greater part of 
1933, more recent sales improvement 
is believed to have been sufficient to 
make up the deficiency to a large ex- 
tent, if not entirely. An excellent 
financial condition has been main- 
tained, current assets on July 15, 1933, 
being $4,501,111, including cash of 
$637,321, while total current liabilities 
stood at $946,709. This factor, 
coupled with more favorable outlook 
for the company indicates reasonable 
security of present dividend. Hence, 
retention of your holdings is advo- 
cated. 


FIRST NATIONAL STORES, INC. 


Although I can understand why many 
stocks should be back below their 1933 
highs, solely on an earnings basis, I can- 
not understand why First National Stores 
should have lost so much of its gain. Do 
you ascribe this to some situation with 
which other investors than I are familiar? 
Is its present dividend secure? Do you 
counsel holding or selling this stock?— 
T. K. R., Kansas City, Mo. 


For the three months ended Septem- 
ber 30, 1933, First National Stores, 
Inc., reported net profit of $981,362, 
equal after dividends on the preferred 
stock, to $1.10 a share on the no par 
common stock. This compares with 
net of $1,331,468 or $1.53 a share on 
the common tock in the preceding 


quarter and $1,107,327 or $1.26 a 
share in the quarter ended October 1, 
1932. Although the lower volume of 
business handled during the September 
quarter of 1933 contributed to the de- 
cline in profits evidenced during that 
period in comparison with the preced- 
ing three months, increased operating 
costs under the NRA was also a 
factor contributing to the decline. Still 
in all net results are running ahead of 
a year earlier, a factor that is highly 
gratifying in judging the future pros- 
pects of the company. Moreover, the 
financial condition remains strong; total 
current assets as of September 30, 
amounted to $16,423,164 while current 
liabilities totalled $4,354,282. Compar- 
able figures for a year earlier, or to be 
more specific, October 1, 1932, were 
$14,432,157 and $4,284,638, respective- 
ly. First National Stores represents one 
of the leading grocery chain store organ- 
izations in the country; it operates 
more than 2,500 grocery stores and 
combination grocery-and-meat stores, 
located for the most part in densely 
populated sections of New England 
and Metropolitan area of New York 
City. Its highly satisfactory earnings 
record in past years reflects the ability 
of the management, which factor 
coupled with its comfortable financial 
circumstances, augurs well for the fu- 
ture. The common stock of First Na- 
tional Stores merits favorable consider- 
ation for inclusion in a conservative in- 
vestor’s portfolio, and we see little 
cause for disturbing your position at 
this time. 


BARNSDALL CORP. 


Has there been any improvement in the 
financial position of Barnsdall Corp. dur- 
ing 1933? What do you think of its pros- 
pects for 1934? Should I continue to hold 
100 shares bought at twice today’s price? 
Do you believe it offers the same possi- 
bilities as other oil stocks in the same price 
range?—C. L., Wheeling, W. Va. 


In line with the experience of most 
companies engaged in the petroleum 


industry, Barnsdall Corp. reported 
sizable losses for both 1931 and 1932. 
Continued over-production and conse- 
quent low prices were reflected also 
in the report for the first nine months 
of the current year, when operations 
resulted in a deficit of $1,946,069, 
against a loss of $468,643 in the corre- 
sponding interval of 1932. Losses 
were substantially reduced, however, in 
the September quarter, and amounted 
to only $110,770, against $982,496 in 
the June quarter. In connection with 
the latest report, it was announced 
that if inventories had been written- 
up to market as of September 30, 1933, 
substantial earnings would have been 
shown for the September quarter. 
Since inventories will be adjusted to 


market in the report for December 31, 
1933, this statement should more clear. 
ly reflect higher crude oil and gasoline 
prices resulting from proration mea 
sures. Even allowing for the fact that 
Barnsdall may be forced by regulatory 
provisions to limit withdrawals from 
its substantial inventories,’ further 
benefits expected to accrue to the in- 
dustry under its NRA code, render 
the earnings outlook promising. More. 
over, the improvement which has 
already taken place is understood to 
have enabled the company to sub 
stantially reduce, if not eliminate, its 
bank loans. Capitalization of the con- 
cern is conservative, being comprised 
solely of common stock, thus assuring 
holders of full participation in earn- 
ings recovery. Considering its sub 
stantial crude oil reserves and the fact 
that the company has materially 
strengthened its competitive position 
during the past few years by extending 
the scope of its operations, there ap- 
pears little question as to Barnsdall’s 
ability to operate profitably under im- 
proved conditions in the industry. 
Thus, we suggest full retention of 
your present holdings for speculative 
representation in the favorably situated 
petroleum industry. 


AMERICAN SNUFF CO. 


In looking up American Snuff, I find 
it is selling above its 1929 price. In view 
of this recovery, I am wondering if tt 
wouldn’t be advisable to switch to some 
other stock paying the same dividend, but 
offering greater price appreciation?— 
R. A. B., Brookline, Mass. 


Reflecting the characteristic stability 
of the snuff industry, earnings of 
American Snuff Co. declined only 
moderately, during the depression. 
Thus, net income for 1932 was equiva’ 
lent to $3.59 a share on the common 
stock after allowing for dividends on 
the 6% preferred stock against $3.81 
a share for 1931. Although the earn 
ings statement for the year ended De’ 
cember 31, 1933, is not as yet avail 
able, it is believed that per share earn 
ings on the common stock were only 
slightly below those of the previous 
year. The company’s principal mar 
ket is in the south which section has 
been severely affected by depression 
influences. Conversely, the Southern 
states have been among the chief bene’ 
ficiaries of the Federal Governments 
agricultural relief measures. Thus, 
purchasing power in that section of 
the country has already increased, 
while further benefits are expected to 
accrue from the public works program. 
Hence, it appears reasonable to assume 
that American Snuff should experience 
a gradual improvement in demand for 
its product. Financial condition as of 
the 1932 year-end was strong, wit 
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OVERLOOKING CENTRAL PARK ©@ 58th to 59th STS., NEW YORK 


OF CENTRAL PARK 


From the windows of the Savoy-Plaza unfolds 
the broad expanse of the 840 acres of Central 
Park in its emerald magnificence ...a panorama 
of beauty unequalled elsewhere in New York. 


From all over the world, the Savoy-Plaza with 
its superiority of service attracts the transient 
and also provides a home-like atmosphere for 
its permanent guests. Always anticipating every 
desire, the Savoy-Plaza has attained the envi- 
able reputation of satisfying the most exacting. 


Whether you require one or more rooms you 
will find them spacious and comfortable. There 
are special suites of various sizes exquisitely 
conceived as in a private residence. Rates are 
most reasonable especially for monthly or 
longer stays. Single rooms from $5. 


Henry A. Rost, Managing Director 
John F. Sanderson, Manager 
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total current assets of $10,563,125, in- 
cluding cash of $2,040,970, comparing 
with total current liabilities of $949,- 
019. Since distributions on the com- 
mon stock for 1933 are not believed 
to have exceeded earnings by much, if 
any, the strong financial position dis- 
closed at the 1932 year-end is believed 
to have been maintained. While ad- 
mittedly, the earnings stability of this 
company over a period of years de- 
tracts from the speculative appeal of 
the common stock, the shares are re- 
garded as a sound income-producing 
medium. Moreover, as the margin of 
protection for dividends increases, con- 
current with improved public purchas- 
ing power, particularly in the South- 
em states, the shares should register 
moderate appreciation from prevailing 
levels, All factors considered, we are 
inclined to suggest retention of your 
present holdings rather than a switch 
to other issues at this time. 
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One of a series, “This Is the Associated System.” 


Spirit of °33 
Among Associated Employees 


The 15,000 Associated employees in- 
clude linemen, meter readers, stenog- 
raphers, service men, accountants. 
During the depression they have taken 
pay cuts. In these respects they are 
not much different from other utilities 
employees. But in responsiveness 
and willingness to cooperate they 
are unusual. 

New Business Secured. Voluntar- 
ily, all employees worked together 
to find new electric and gas business. 
During the past 12 months these ef- 
forts have resulted in the sale of 
$2,808,000 of appliances, which will use 
$813,000 of gas and electricity annually. 

Securities Distributed. During the 
spring of 1932, at a time when fi- 
nancial markets of the country were 
crippled, the Associated System was 
confronted with heavy refinancing. 
Associated employees went out and 
sold $6,200,000 of debenture bonds, 
This achievement was of vital im- 
portance in protecting the invest- 


Associated Gas & Electric System 


ments of the quarter million Associ- 
ated security holders. 

It is this spirit among workers 
which will help the nation win its war 
against depression. 


61 Broadway 
New York 
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Preferred Stocks as Attrac- 
tive Speculations 
(Continued from page 298) 








appear to be in a favorable position to 
show profitable operations. Inventory 
problems, ever present in this industry, 
however, tend to modify prospects 
pending more sustained betterment. 

Armour & Co. of Illinois and Wil- 
son Co. are leaders in the meat pack- 
ing industry. The past year brought 
considerable improvement in the in- 
dustry making it possible for both com- 
panies to show a decided and favorable 
reversal in earnings. At the present 
time Armour has under consideration 
another plan of capital reorganization, 
to pave the way for resumption of 
dividends on the preferred stock and 
provide for the accumulations. This 
may be announced late in January. 
Wilson has already started to reduce 
back dividends, a payment of $1.75 a 
share on account of accumulations hav- 
ing paid on January 2. While the com- 
pany’s large funded debt may delay 
the complete elimination of arrears, 
this recent action is distinctly encour- 
aging. 

Bethlehem Steel and Republic Steel 
respectively rank as the second and 
third largest steel manufacturers in 
this country. Profitable operations for 
Bethlehem Steel depend largely upon 
the revival of demand for heavy steel 
equipment inasmuch as the lighter 
lines comprise only a small part of the 
company’s activities. The greater force 
of the Government's huge public 
works program, which may even be 
enlarged upon, should make itself felt 
in the steel industry this year, a cir- 
cumstance which should revert to the 
benefit of both companies in question. 
Despite considerable progress in the re- 
duction of funded debt and sizeable 
expenditures for plant improvement, 
Bethlehem remains in a strong current 
position and given the benefit of a 
tairly good volume of business, the 
matter of preferred dividends would 
undoubtedly be given prompt consid- 
eration. Republic Steel is burdened by 
a boom-time capitalization and the 
preferred shares, outstanding in the 
amount of nearly $60,000,000 are pre- 
ceded by funded debt of about $50,- 
700,000. Plants have, however, been 
placed upon a more efficient operating 
basis and the vask of co-ordinating 
consolidated properties has been prac- 
tically completed. On a comparative 
basis, Republic Steel preferred would 
seem to be the most speculative of the 
issues under consideration and, offer- 
ing, by the same token the largest per- 
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centage of profit—once operatious are 
again on a profitable basis. 

Goodyear Tire & Rubber preferred 
has been paying dividends at the rate 
of 50 cents quarterly as against the 
regular rate of $1.75. The company is 
the world’s largest manufacturer of 
rubber goods, with automobile tires 
being the chief product. Adverse com- 
petitive conditions and inventory 
losses have been largely responsible for 
the unprofitable operations of the past 
several years. Goodyear is a low-cost 
manufacturer and relieved of inven- 
tory problems through rising or stable 
raw material costs, the company would 
stand to benefit appreciably as the large 
replacement demand, which sooner or 
later must be met, materializes. Funded 
debt, although fairly substantial, is 
readily supportable by normal earning 
power and current financial status is 
satisfactory. 








Readers’ Forum 
(Continued from page 303) 








1926 was brought about by the war? 
Is it not also conceJed that the depres- 
sion which began in 1929, should and 
would normally have come much 
earlier, perhaps as early as 1926, had 
it not been for the mad era of specu- 
lation which had been carrying on 
since 1920? 

If the above suggestion is reasonable 
why not take 1913, a year not affected 
by the war, as our basis to work on? 
This may not have been a year of great 
prosperity but it was at least one of 
general well being. This was not a 
year of low prices as prices had been 
slowly but steadily rising since 1897. 
With 1926 as our base, practically all 
prices and rates must be raised. If we 
use 1913 as a base, some must rise and 
others come down. We need not 
necessarily try to achieve the 1913 
prices but we should aim at the 1913 
price ratio—W. F. S., Milwaukee, 
Wis. : 


* x x 


Regulating Foods and Drugs 


Editor, READER’S FoRUM: 

As a subscriber to THE MAGAZINE OF 
WALL STREET I am writing to ask for 
information regarding the so-called 
Tugwell Bill which, as I understand it, 
will greatly change the Federal law 
regulating the distribution of foods 
and drugs. I find myself in the awk- 
ward dilemma of agreeing with the so- 
cial desirability of tighter regulations 
for such products and at the same time 
wondering what I should do as the 
owner of stocks of several companies 


manufacturing an extensive line of 
proprietary products. What is Prof. 
Tugwell going to do to my stocks?— 
J. L. L., Jacksonville, N. Y. 


The purpose of the Tugwell Bill is 
to give the public much greater pro 
tection than can be had under exist- 
ing Federal law against dangerous 
foods and drugs, as well as against 
fraudulent or misleading labelling or 
advertising of such products. There 
can be no valid criticism of the general 
purpose of the bill. There is no inten- 
tion to outlaw self-medication as such. 
Opposition to it from the food and 
drugs industries has centered chiefly 
on the wording of the bill and the 
extraordinarily wide authority and 
latitude of personal judgment which 
it reposes in the Secretary of Agricul- 
ture. In all probability the bill will be 
modified in various respects before it 
is adopted by Congress. Only after it 
takes final form can an_ intelligent 
analysis of its possible effect upon drug 
securities be made. It is our opinion, 
however, that it probably will not ma- 
terially affect the earning power of 
reputable companies. Indeed, if it 
drives the quacks out of business the 
position of responsible manufacturers 
should be improved thereby, rather 
than weakened. 








The Redistribution of Wealth 
Ceases to Be a Theory 


(Continued from page 279) 








planned distribution of wealth are so 
cialists at heart but their ranks include 
many who think that the ultimate 
choice is between outright state social: 
ism and capitalism reformed and im 
proved by law. Both groups are found 
among those who advocate the imme: 
diate expenditure of ten billion dollars 
on public works, even though their 
professed motive is the stimulation © 
business recovery. 

The fear of plutocratic rule is based 
on the estimate that 10 per cent of the 
people of the United States own % 
per cent of the wealth, and on 
fact that 70 per cent of the annual 
personal income reported in Federal in 
come tax returns is received by 17 per 
cent of those reporting. Aside from 
the apprehension of domination by the 
wealthy is the contention that diffu’ 
sion of income through taxation would 
simultaneously result in greater spene 
ing and less saving—as the very "Ch, 
while being the greatest savers, are 
also, proportionately to their numbers, 
the smallest spenders. A thousand 
people with a thousand dollars each 
will spend more and save less in 
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than one man with a million dollars. 
If the country still needs expansion of 
wealth and increase of total national 
income it is obviously not wise to shear 
the millionaires, but if it is more im- 
portant to national welfare, taking all 
things into consideration, to have a 
more equitable distribution of what 
wealth and income there are it is bet- 
ter to take heavily from the money- 
makers. 

The unmistakable tendency of the 
times, however, is to use taxation to 
distribute wealth and income rather 
than to encourage accumulation. If 
governments exist, in the last analysis, 
for the benefit of all the people a 
patriot can not consistently oppose 
well considered methods to check ac- 
cumulation of wealth and the enjoy- 
ment of the lion’s share of income by 
a few. Taxation is the easiest imple- 
ment for that purpose, but it is a dan- 
gerous tool. From heavy income sur- 
taxes and estate taxes it is but a short 
step to outright confiscation through 
capital levies. When it comes to that 
complete socialization may be prefer- 
able to paralyzed capitalism. 





The British Exchange Equal- 
ization Account—What It Is 
—How It Works 


(Continued from page 289) 








down. But throughout 1933 the range 
of the pound with reference to the 
franc has never exceeded seven francs 
ina par of 124.21 francs to the pound. 
Ignoring entirely the terrible drop of 
the dollar following American de- 
parture from gold, that unit has since 
had a range of more than 20 francs as 
measured in sterling. If the Equaliza- 
tion Fund is entitled to credit for the 
pound being fairly well tied to the 
franc it can claim to have been the 
means of retaining for British trade 
some of the desirable steadiness of the 
gold standard, while the nation has 
the benefits of a cheap pound. 








In the Next Issue 


The Remarkable Social 
Experiment in Tennessee 
Valley 


By THEopoRE M. KNAPPEN 
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So You’re Going Away! 


! 


If you are to travel this year or next, as who is not these days, plan your 
voyage, journey or cruise now. Let us help you glean the very essence of enjoy- 
ment from your trip. Our Travel Department, headed by a once restless globe 
hurdler, will gladly place his experience at your command. Write us for the travel 


information you wish. 


WORLD CRUISES 


FRANCONIA, 141 days (33 ports) 
RESOLUTE, 1387 days 


. 14, 


PRESIDENT GARFIELD, 109 days (20 ports) Feb. 22, 
EUROPE, ASIA, AFRICA, GREECE 


MA 
EMPRESS OF AUSTRALIA, 69 days (25 ports) - 30, 


COLUMBUS, 64 days 


- 10, 
. 10, 


WEST INDIES CRUISES AND SOUTH AMERICA 


CE, 9 days (2 ports 


RELIANCE, ) 
DUCHESS OF BEDFORD, 28 days (13 ports) 


LAFAYETTE, 19 days 


AMARES, 16 days 
KUNGSHOLM, 18 days 
LAFAYETTE, 19 days 
RELIANCE, 19 days (7 ports) 
VENA, 17 days 


NASSAU, HAVANA, BERMUDA CRUISES 


QUEEN OF BERMUDA, 61, days 
SAMARIA, 11 days 
BERENGARIA, 3 days 





Perhaps your urge to wander suggests some of the following forms of winter vacationing. 
If you will check what interests you and mail the list to the Travel Department, we will supply 


the information. 
0) Economy Trip to Europe 
(1 Voyage to Norway 
0 Voyage to Sweden 
O Voyage to South America 
C) Journey to Quebec 


(J Cruise to South Seas 

(J California by Boat and Rail 
(1) Voyage—China, Japan, India 
(J European Motor Tour 

(1) South America by Air 





The Magazine of Wall Street 
90 Broad Street, New York, N. Y. 


Gentlemen: 





Please send me, without charge or obligation, information as checked above. 


Bias sot 























The Way 
Successful 
Men 

Invest .... 


Men who achieve success in life 
usually owe much of their success 
to investments in sound securities 
—to buying them at the right 
time—to keeping posted always. 


THE MaGaziNE OF WALL STREET 
is depended on by countless suc- 
cessful investors to keep them 
informed on present holdings and 
on new opportunities. Our ex- 
perts are constantly combing the 
entire field of investments, and 
suggest bargains in high grade, 
dividend-paying stocks and bonds 
as they develop. 


New Opportunities for You 
to Profit in the Next 
Few Months 


In this new era of the stock 
market there are money-making 
opportunities in sight for you. 
Timeliness is the prime requisite 
for making profits during this 
period. A clear understanding of 
trends and authoritative guidance 
can be of real value to you now. 


Special “Get-Acquainted” 
Offer 


Take advantage of our special 
“get-acquainted” offer. Be as- 
sured of receiving your copies of 
THE MaGazINE OF WALL STREET 
during the months just ahead. 
Every issue will contain timely 
information of real money-value 
to you. 


Mail this coupon—now 


The Magazine of Wall Street 
90 BROAD STREET, NEW YORK 


I enclose $1.00. Send me the four issues 
beginning with your January 6th issue. 


C) If you would like to have this special 
offer cover eight ‘ssaes instead of four, 
check here and enclose $2.00. 














Government Action May 
Foster Huge Combine 


(Continued from page 293) 








curious that in what has been made 
public of the communications’ report 
to the President, this company, by far 
the largest unit in the field, was treated 
with the utmost dispatch. One’s first 
impression is that the proposals pri- 


marily were for the purpose of facili- | 


tating a merger of domestic telegraph 
operations, with co-ordination of the 
communication systems to foreign coun- 
tries as the secondary consideration. It 


is a fair assumption, however, that in , 


any such drastic changes as have been 
proposed for communication, the big 


telephone company will be cast for a! 


prominent role. 

In the report to the President, Amer- 
ican Telephone was conceded a mono- 
poly and therefore, of course, no legis- 
lation is needed to facilitate merger or 
consolidation as in the case of other 
companies. One receives the impres- 
sion, however, that the Government is 
not satisfied with the degree of con- 
trol currently exercised over this mo- 
nopoly. At the present time, the In- 
terstate Commerce Commission super- 
vises Telephone’s interstate business and 
bodies in the various states have a simi- 
lar function in regard to intrastate 
business. But if the Government be- 
lieves that this is not enough, might it 
not enact drastic legislation which 
would bring about the degree of con- 
trol which it thinks necessary? 

This is certainly a possibility. And 
it is also possible in the present temper 
of political attitude towards public 
utilities in general that one of the first 
results of such control would be a sub- 
stantial reduction in rates. Rightly or 
wrongly there are a great many people 
in this country who resent what they 
believe to be a policy of raising, or 
maintaining at high levels, local tele- 
phone rates, while the cost of calls to 
more distant points are reduced. Also, 
rightly or wrongly, many look with 
covetous and resentful eyes on the 
maintenance of telephone’s nine-dollar 
dividend throughout the depression. 
Whether or not the American Tele- 
phone & Telegraph Co. actually will 
suffer in the not distant future a wide- 
spread reduction in rates cannot, of 
course, be known. From the recent 
action of the stock, however, one would 
say that such a development was at 
least feared. 

In closing, let us repeat that this 
article has attempted to judge no more 
than the direction from which the wind 
in Washington is blowing. Stock and 
bond holders who leap to hasty con- 


clusion on the basis of what has tran. 
spired may do. themselves considerable 
injury. They may sell securities at 
what will prove ultimately to have been 
unwarrantedly low levels. On the 
other hand, should they buy on the 
theory that the economies which may 
be expected from consolidation and co- 
ordination will be beneficial to them, 
they may find the enforcement of lower 
rates a more than offsetting influence. 
Remembering that the President must 
first approve the findings of his com- 
mittee, that Congress must take action, 
and that the possible objections ad- 
vanced by the companies themselves 
must be settled amicably or in the 
courts, it would seem that the best at- 
titude for those who now hold stocks 
and bonds of communication companies 
is one of watchful waiting. There will 
be those, however, who have made up 
their minds to participate in future de 
velopments in the communication field. 
To these, the stock of Western Union 
or International Telephone & Tele: 
graph possibly would be the first choice, 
with Radio under consideration as a 
more speculative selection. 








Stock Market Leaders for 
1934 


(Continued from page 287) 








in. external factors. The trouble with 
Public Service is the trouble with the 
public utility industry. It is the target 
of political attack by office holders who 
beguile the public with promises of 
savings of a few dollars a year on their 
light bills while saying nothing of their 
own waste of far larger sums in pork 
barrel expenditures. It is the victim 
of increasing taxation, of rate agitation 
and of threats of governmental com: 
petition. 

Obviously, recovery in such a stock 
will depend upon a change in the poli 
tical forces besetting the industry. Giv 
en improvement in business and in the 
national income during 1934, we be: 
lieve it possible such a change will 
occur. Certainly, under expanding 
business and rising costs, the basis of 
rate agitation will be greatly weakened, 
if not eliminated. 

Public Service crosses no state lines 
and hence is not in any way subject to 
Federal regulation. It is far from the 
tax-subsidized source of power at 
Muscle Shoals. Indeed, the whole 
Federal program as to utilities is one 
likely to have far greater psychological 
influence upon utility investors than 
upon the actual operating results of the 
sound companies, such as Public 
Service. 

While the immediate picture is not 
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a bright one, the element of risk in 
Public Service at present prices ap- 
pears small. The industry has launched 
4 determined fight to protect itself 
from unfair political assault. The larg- 
est life insurance company, holding a 
large total of utility bonds, has, through 
its chief officer, come out in strong 
denunciation of the Federal attack. It 
js not inconceivable that the tide will 
change. If so, substantial profit should 
reward acceptance of such risk as Pub- 
lic Service shares undeniably present 
at present. 


United Aircraft 


Aviation is an infant industry. Still 
esentially speculative, it has made 
great progress in the last several years 
in volume of mail, freight and pas- 
senger business carried. In miles flown, 
in regularity and safety of service it 
has reached a new level of effective- 
ness. Dynamic growth in all probabil- 
ity lies ahead of it. What the final 
fruits of that growth will be, what it 
will pay in actual profits—no one 
knows. The setting, obviously, is one 
attractive to speculators, rather than 
investors. For one willing to recog- 
nize and accept the risk that goes with 
speculation, however, it is undoubtedly 
a setting of no small attraction. 

Among aviation securities, the least 
tisky stock, the most popular stock, the 
stock most likely to be bolstered ulti- 
mately by satisfactory earnings — is 
United Aircraft. As a matter of fact, 
earnings already have reached a level 
highly satisfactory to. the company, 
even though it is speculative popular- 
ity and the possibilities of the longer 
future that account for the present 
market price around 32, rather than 
current earnings. Profit for the third 
quarter of 1933 was $642,107, equal, 
after the preferred dividends, to 25 
cents a share on the common stock. 
Earnings for the first nine months of 
the year were 76 cents a share. 

_ United Aircraft holds a leading place 
in the manufacture of aircraft and vari- 
ous types of aircraft equipment, as well 
& in air transport. Its financial posi- 
tion is strong, current assets at the 
close of 1932 amounting to $23,868,- 
000, including $10,977,000 in United 
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States Government bonds and $4,441,- 
000 in cash. As this is written, an- 
nouncement has been made that the 
remaining 150,000 shares of 6 per cent 
cumulative preferred shares will be re- 
tired shortly, involving payment of 
$8,362,000 out of the company’s treas- 
ury. There were 240,000 shares origin- 
ally outstanding, 90,000 shares having 
been previously redeemed. The sole 
remaining capital obligation henceforth 
will be 2,086,352 capital shares. Their 
market popularity, if not their earning 
power, is very likely to be maintained 
in the coming year. 








Re-opened Capital Markets 
Essential to Full Recovery 


(Continued from page 283) 








land in similar circumstances. There 
is no sign of any eagerness in England 
for de jure stabilization of the pound, 
yet capital steadily flows into refund- 
ing and new enterprises. At the moment 
American capital timidly lies idle or 
concentrates on existing seasoned issues. 
The scarcity values and low yields of 
such issues which result will gradually 
render new securities more tempting. 
On the whole, it is doubtful whether 
the monetary situation has any pro- 
found effect on the inactivity of the 
capital market. It is not recalled that 
there was any rush of capital into new 
enterprises a year or two years ago, 
when it was still believed that gold and 
U. S. were synonymous. 

Undoubtedly the Securities Issuance 
Act has had a restraining influence 
upon the revival of new investment 
but it is likely that that effect will soon 
disappear, either through modification 
of the Act or general acceptance of it. 
The intent of the Act is admirable. In 
protecting the investor it may have 
placed an undue responsibility upon 
directors of new companies, but that 
directors of corporations have been 
permitted to take their obligations too 
lightly is beyond dispute. 

On the whole, it appears probable 
that de facto stabilization of the dollar 
over a period of months, or a convinc- 
ing demonstration that President 
Roosevelt retains monetary control and 
will exercise it with prudence, will be 
sufficient to bring about at least a start 
of revival in long-term capital invest- 
ment. The trickle will be slow to 
grow into a stream. Everything pos- 
sible should be done to remove all ob- 
structions from its path, if we are to 
retain the capitalistic order. The de- 
pression will really end in the year 
when the capital goods industries get 
back to some semblance of normality— 
and only then. 





KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, Magazine of Wall Street, 
90 Broad Street, New York, N. Y. 





‘‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


A SELECTED FINANCIAL LIBRARY IN 

4 VOLUMES 
These four Standard Books, published 
by The Magazine of Wall Street, cover 
many phases of modern security trading 
and investing. Available at. new low 
prices. Write for descriptive circular. 
(752) 

WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Bureau 
Forecast, a security advisor service, con- 
ducted by The Magazine of Wall Street, 
definitely advises subscribers what securi- 
ties to buy or sell short and when to 
close out or cover. (783) 


‘*‘TRADING METHODS’’ 
This handbook, issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


ELECTRIC BOND & SHARE CO. 
Full information or reports on companies 
identified with Electric Bond & Share Co., 
furnished upon request. (898) 
‘‘HOW TO PROTECT YOUR CAPITAL 
AND ACCELERATE ITS GROWTH— 
THROUGH TRADING’’ 
Is the title of an interesting article by 
E. B. Harmon of A. W. Wetsel Advisory 
Service, sent upon request. (936) 


MARGIN REQUIREMENTS, COMMIS- 

SION CHARGES 
Springs & Co. 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent to investors and traders. 
(939) 


MONTHLY STOCK RECORD 
Dunscombe & Co., offer 180-page booklet 
containing statistics on securities listed 
on all principal stock exchanges. Copy 
sent upon request. (959) 


TILLMAN SURVEY WEEKLY BULLETIN 
Current issue of the Tillman Survey 
Weekly Bulletin forecasting stock market 
trend of common stocks may be had by 
responsible parties. (970) 
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101 Forecasting Rules 
Make Your Own Stock Market Forecasts 
CLEAR — CONCISE — COMPLETE 

Price $1.00 
Money Returned if dissatisfied, 


WILLIAM DUNNIGAN 


111 Sutter St., San Francisco, Calif. 











To Presidents:— 
Create Investor Confidence 
by Advertising 
the Fact That 
You Pay Dividends Regularly! 
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A BINDER 
J to sou 


THE MAGAZINE 
OF 


W ALL STREET 


This binder will— 


—Look well on your office table 
or in your home library. Its 
covers are made of stiff gen- 
uine binder board covered with 
durable dark brown imitation 

leather — washable, scuff-proof 

and attractive. THE MAGAZINE 
oF WALL STREET is stamped in 
gold on the front and backbone. 

With its ingenious construction 

for holding magazines in place, 

it has the feel and appearance 
of a bound volume. 


—Give you a six months’ file 
because it holds thirteen copies 
—a complete volume. A cumu- 
lative index appears semi-an- 
nually in our Magazine, making 
it possible to keep your volumes 
complete as a permanent file. 


—Enable you to insert your copies 
singly or all at once without 
punching or marring them in 
any way. A copy can be re- 
moved and replaced easily in a 
moment’s time. 


—Permit you to refer instantly 
to facts, statistics and articles 
without removing individual 
magazines. An occasional re- 
view of past issues of THE 
MAGAZINE OF WALL STREET 
will give you invaluable trad- 
ing and investment information. 


One binder (for holding 6 
months’ file—13 copies).. $2.50 


Two binders (for holding a 
full year's file—26 copies) $4.50 


Jan. 6 


The MAGAZINE OF WALL STREET 
90 Broad Street, New York, N. Y. 


Enclosed is $......... Please mail me 
postpaid. ...si.. binders, each to hold 
six months’ copies of THE MAGAZINE 
OF WALL STRERT. 
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IMPORTANT ISSUES 


Quotations as of Recent Date 





1933 
Price Range 
—_* Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer....... 96 374% «42476 
Amer. Cit. P & L. B. (.15), 656 1% 2% 
Amer. Cyanamid B....... 16% 34% 16% 
Amer. & For. Pr. war.... . 13% 254 5% 
Amer. Gas & Elec. (1)... . 50 173%; 20% 
Amer. Lt. & Tr. (1.60).... 2634 12 11 
Amer. Superpower....... 9% 1% 2% 
Assoc. Gas Elec. “‘A’”’..... 2% YY % 
Centrifugal Pipe (.40).... 4% 24% 4% 
Cities Service........... 6% 1% 1% 
Cities Service Pfd...... 30 10 10% 


Colum. G. & E. cv. Pfd. (5). 138 65 73 
Commonwealth Edison (4) 8254 31 33% 
Consol. Gas Balt. (3.60)... 704% 48144 54 
Cord Corp. (.10)......... 15% 4% 6% 
Elec. Bond & Share(6%stk.) 4154 9% 12% 
Elec. Bond & Share Pfd.(6) 66 25 31 


Elec. Pr. Assoc. (.40)..... 1134 2% 4% 
Ford Motor, Ltd......... 634 25% 5% 











Security Market and Busi- 
ness Prospects for the Next 
Three Crucial Months 


(Continued from page 278) 








course of business and by the prospect 
of further business improvement in 
coming weeks. 

Conjecture as to some of the reasons 
is worth while. The essentially poli- 
tical uncertainties which tend to restrain 
business also restrain stock market in- 
terest and activity. In addition, there 
are other clouds of more market than 
business significance. Business stimula- 
tion resulting in important measure 
from Federal spending does not carry 
normal speculative conviction. There is 
necessarily some doubt as to how long 
such spending will last and as to how 
enduring its effects will be. 

Beyond this, we have an equally po- 
tent influence making for caution in 
the whole question of the attitude and 
possible action of government as re- 
gards speculation in general and specu- 
lation on the New York Stock Ex- 
change in particular. Seldom has im- 
portant “sponsorship” been so loath to 
take an agressive hand in the market. 
Through action of the Exchange it- 
self, as well as in the hint implied in a 
recent Federal District Court decision 
in a case involving a syndicate opera- 
tion, the path of the pool operator has 
been made difficult. 








1933 
Price Range 
——~———. Recent 
Name and Dividend High Low Price 


General Aviation......... 1034 2% 6 
Great A. & P. Tea N.-V.(7) 18114 115 127 












Gulf Oil of Pa........... 62 24 57 

Hudson Bay M.&S..... 121% 254 9% 
Humble Oil (2).......... 10515 40 101 

Inter. Petrol. (1.12)...... 2315 8% 19% 
Nat. Bellas Hess......... 434 34 1% 
Nat. P. & L. Pfd. (6)..... 7214 32 3614 
Niagara Hudson Pwr. (1) . 1634 4% 54 
Penroad Corp........... 634 1% «3% 
St. Regis Paper.......... 84% 1% ay 
Salt Creek Pfd. (.80)..... 94% 384 388% 
Standard Oil of Ind. (1)... 34 17 3214 
Swift & Co. (.50)......... 2434 7 144 
2 yb 3234 124% 274 
United Founders......... 3 % 34 
United Gas Corp......... 64% 1% 2 

United Lt. & Pow. A..... 934 214 











While there may well prove to be 
more smoke than fire, the speculative 
fraternity is playing it safe by at least 
giving thought to such possibilities as 
heavier taxation of security profits and 
security income; and Federal regula’ 
tion or restriction of speculative oper: 
ations in greater or lesser degree. 

Finally, no consideration of the first 
quarter market prospect can be di 
vorced from the question whether the 
present price of the average stock, and 
particularly of the average market 
leader, does or does not adequately dis 
count any probable business gain o! 
the first quarter of 1934, especially as 
translated in the practical terms of 
earnings per share. There can be 
slight doubt that not a few of the more 
popular issues are at prices which dis 
count probable earnings and dividends 
for a considerable period in the future. 
There can be slight doubt that some 
of the same stocks not only liberally 
discount future earnings, but amply 
discount any probable further deprecia’ 
tion in the dollar. To be sure, many 
less active and less popular stocks can 
be found selling at a reasonable ratio 
to current and prospective earning 
power. Yet it is not these, but stocks 
of the leader type, which usually domr 
nate the market trend. 

At this writing, representative indus 
trial stocks have advanced 97 per cent 
from the low of the spring of 199° 
The railroad group is up 74 per cent. 
Unquestionably most stocks were great 
ly under-valued when the banking 
panic and wholesale fear gripped the 
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Over-the-Counter 














Alpha Port Cement Pfd.(7) .. 
American Book Co. (4). . 
Amer. Manufacturing.... 





Colt Firearms (14)... 
Crowell Publishing Co. 
Do Pfd. 


country. That they are under-valued 
at present levels obviously is far less 
certain. This is not to predict that 
they will not go higher in the imme- 
diate future. Perhaps they will. The 
real question is whether the making of 
new commitments may not be advan- 
tageously postponed on the probability 
that within a reasonable period inter- 
mediate reaction will provide prices 
more nearly in line with earnings 
prospects. 

In summary, the business outlook 
for the first quarter of 1934 appears, 
on the whole, favorable. The first 
quarter stock market outlook, surveyed 
with regard for the current price level, 
is more doubtful. In this setting this 
publication reiterates previous advices 
that long-term investment commit- 
ments be retained, that new purchases 
be deferred and, especially, that short- 
term traders stop, look and listen for 
the present. 





For Profit and Income 
(Continued from page 302) 





prices, such as we have experienced 
during the past three years and longer, 
is likely to be very trying for the meat 
packers. During the four years, 1930- 
1933 Cudahy Packing earned an aver- 
age of 1.13% annually on its sales, or 
slightly over one-eighth of a cent on 
each pound of product sold; yet these 
earnings yielded an average of 5.72% 
annually on the common stock. Swift 
€& Co., on a sales volume of $710,000,- 
000 in 1931 showed net income of less 
than $5,000,000, but last year on a 
sales volume of $500,000,000 was able 
to show net income of $13,622,500. 
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Pfd. (6) 
White Rock 2nd Pfd, (10).......... 
1st Pfd. (7) 
Young (J. S.) (6) 
Ee SOD. c 5s 0s s@ 004400 bdeades 


From these representative figures, one 
may readily conclude that stable or 
rising prices accompanied by more 
normal consumer deménd is likely to 
presage substantial protits for the in- 
dustry. 





Things to Think About 
(Continued from page 291) 








in its composition. It is even forecast 
that we are perhaps at the beginning 
of an evolution of our form of govern- 
ment which will bring about such a 
change that Congress may be composed 
of representatives of economic groups 
instead of persons and purely political 
parties. When the Constitution was 
adopted government was almost purely 
political in its interests, whereas they 
are now dominantly economic. We 
may yet have Senators and Representa- 
tives of wheat, cotton, lumber, steel, 
automotive industries, cosmetics, tobac- 
co, butter, machine tools, the electric 
industries, banking, and so on, instead 
of states and territorial congressional 
districts. 


* * * 


Federal Revenues Improve 


Uncle Sam may not be living within 
his income, but the old gentleman's 
revenues at least are showing a healthy 
increase. Given anything approaching 
normal prosperity, Johnny Public will 
spend more, his Uncle Samuel will 
spend less—for emergency require- 
ments will be lessened—the Govern- 
ment’s income will rise still further and 
the budget, both regular and extra-or- 
dinary will be balanced. Meanwhile, 
this happy condition still lies far ahead. 


Yet there is more than a crumb of com- 
fort in the latest Federal revenue fig 
ures. For the first five months of the 
fiscal year, July through November, re- 
ceipts were $39,671,599 higher than 
during the corresponding period of 
1932. The total for this period was 
$913,114,037. There are some newcom- 
ers on the list. Processing taxes, for ex- 
ample, brought in $93,928,857. The 
Government does not keep this. It 
goes to the farmers. Manufacturers 
excise taxes produced $179,173,237 
and those on tobacco $171,152,223. 
The tax on béer yielded $60,583,221. 
Hard liquor taxes, of course, figure but 
little in the picture but will be heard 
from in no uncertain fashion hence: 
forth. Uncle Sam favors temperance 
but needs the tax money. It is for 
Johnny Public to let his conscience be 
his guide in this matter. 








As I See It 
(Continued from page 275) 








assumed by Uncle Sam as a banker 
would scarcely seem as great as those 
assumed in the days of rugged individ- 
ualism when the bankers were lending 
on inflated real estate mortgages or 
financing some over-extended and eco- 
nomically unneeded manufacturer of 
hairpins or investing our funds in 
Europe or South America only to have 
them frozen there, if not lost forever. 
The amounts so lost already in mort 
gage loans, worthless securities and 
foreign loans runs in billions. 

I do not believe that we should be 
stampeded in alarm by those who forsee 
dire consequences in our Government 
program. The Administration is fully 
alive to its responsibilities. It is safe 
guarding national credit. We are mak 
ing progress toward recovery. All we 
need is patience, confidence and the 
pursuit of our individual jobs to bring 
us ultimately to the enjoyment of nor 
mal times. 





In the Next Issue 


The Business Set-up of the 
Future 


By THEODORE M. KNAPPEN 


Some phases of the present program are 
permanent, others clearly emergency, but ™ 
any event the business structure is being 
fundamentally altered. Will governmett 
continue in business after recovery? W! 
business gain more representation in gv 
ernment ? 
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A Selected Financial Library 


in 4 Volumes 


; ae are standard books published 
by THE MAGAZINE OF WALL STREET 
on modern security trading and investing. 
Written in a concise, easily understand- 
able manner, they give you the result of 
years of research and successful market 
operation — the foremost tried and proven 
methods and the important fundamental 
principles which you can apply to your 
individual needs. 


(No. 1) How to Invest for Income and Profit (No. 3) Financial Independence at Fifty 
Explains the fundamental principles essential to Outlines successful plans for investment and 
banker profitable investing under the new market condi- veaapaateaes cena through which you may become 
is those tions. Written during the depression, it outlines financially independent. Shows how to budget 
_ the new policies and procedure necessary for YOUr income; to save; the kind of insurance most 
es oF profitable investing today. profitable, etc. 
_ ; . (No. 4) Necessary Business Economics for 
wre (No. 2) What to Consider When Buying Successful Investment 
to have Securities Today The fundamental principles clearly described in 
forever. Discusses the advantages and disadvantages of this volume are used consciously or unconsciously 
tay the various types of securities as a result of the by every successful investor and trader. Sets 
current business situation. Tells what to con- forth the significance of supply and demand, the 
ould be sider in seizing investment opportunities in bonds __ effect of good and bad crops, the ebb and flow of 
0 forsee and common and preferred stocks, giving valu- credit and similar factors which help you to rec- 
“aes able pointers in detecting buying, selling and ognize the trend. Treats such specific subjects 
nf ed switching signals. Contains a concise, timely as construction of charts, stock market cycles, 
re mak’ treatment of the important phases of currency _ price control, business barometers and trade in- 
ce = and credit inflation. dicators. 
ind the 
o bring The entire 4 books are uniform in size and style, pro- 
of nor’ fusely illustrated with charts, graphs and tables, replete 


with practical examples and suggestions. They are all 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 
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